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BUTCH LAMBERT: Good norning, |adies and

gentlemen. It’s now after 9:00 o’clock and it’s time for
us to get started. If you will please take your seat.
Ladi es and gentlenen, | ask if you have cell phones or

ot her communi cation devices if you will please turn those
off or at least put themon vibrate. |[|f you need to take
a call, I'd ask that you please go out in the hall and
take that call. These proceedings are being recorded and
we need...we need the recorder to be able to hear what is
being said up here. So, if you would kindly help us with
that, we’d appreciate it. At this time, I’'d ask the
Board to please introduce thensel ves beginning with M.
Dye.

KATI E DYE: Good morning. I’'m Katie Dye. I'm a
publ i c nmenber from Buchanan County.

SHARON Pl GEON: I’'m Sharon Pigeon with the

Ofice of the Attorney Ceneral.

BUTCH LAMBERT: And I’m Butch Lambert with the

Departnent of M nes, Mnerals and Energy.

BILL HARRI S: Good morning. I’'m Bill Harris, a

public nmenber from Wse County.

BRUCE PRATHER: I’'m Bruce Prather. I represent

the oil and gas industry on the Board.
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MARY QUI LLEN: Mary Quillen, a public nenber.

BUTCH LAMBERT: Thank you. Ladies and

gentl emen, since we had to reschedul e our Decenber
meeting. During public comment period, I’11 ask if you
coul d pl ease be brief. W have nunerous itens on the
agenda today. |If you could just be as brief as possible,
we’d certainly appreciate that. First up for public
comment is Shirley Keen.

SHI RLEY KEEN: Good nor ni ng.

BRUCE PRATHER (Good nor ni ng.

BUTCH LAMBERT: Pl ease state your nane for the

record.

SHI RLEY KEEN: Shirl ey Keen.

BUTCH LAMBERT: You nmay proceed.

SH RLEY KEEN: I'm here again. My family

menbers are getting...sone of themare getting nore on
their checks than others. The paperwork is not right.
W are the sane split agreenent. | nean, not...sone of
t hem signed a...supposedly in 2004. They never received
their noney out of escrow account. Now, this is back in
2004 in Cctober. And the ones that are getting checks,
sone of themare smaller than others. W are the sane

plat of land. It should be the sanme anmount. One of them
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got eight cents and one of themgot three dollars and
sonething. The one that got the eight cents had not even
signed a split agreenent. So, this paperwork needs to be
fixed. The acreage is not right. It needs to be fixed.
They cone to sonme of nmy other famly nenbers wanti ng
them to sign an affidavit. That’s not going to happen.
But we want this paperwork fixed. W want our acreage

fixed right. Qur grandnother was put down as a

© 00 N o o b~ w DN

granddaughter. She is a daughter. That wasn’t fixed.
10 W want this paperwork fixed and taken care of. |f they
11 are still claimng that they signed a split agreenent,

12 their noney did not cone out of the escrow account since
13 2004. | thank you.

14 BUTCH LAMBERT: Thank you, Ms. Keen. Juanita

15 Sneeuwaght .
16 JUANI TA SNEEUWAGHT: Good norning. Juanita

17 Sneeuwaght with the Commttee for Constitutional and

18 Environnmental Justice. | see...|l was going to ask for
19 sone comments about the audit, but | see the |adies are
20 here and they will present it before | have to | eave

21 today. So, that takes care of that. Judy MKi nney was

22 going to try to be here. | believe...|l may have ny
23 conpanies wong today. | believe Range Resources woul d
24

s 7
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like to build another well on her nountain top. M.
Lanbert, she said that would directly inpact you and
probably inpact you. She would like for you to advise
her .

BUTCH LAMBERT: | will look into that.

JUANI TA SNEEUWAGHT: So, you will get to give

Judy an advi sor.

BUTCH LAMBERT: | will. | wll give her a call

t oni ght .
JUANI TA SNEEUWMAGHT: Ckay, good. Thank you.

Have a good day.
BUTCH LAMBERT: Thank you. The next itemon the

docket is an update fromthe escrow agent. Good nor ni ng.

KAREN MCDONALD: Good nor ni ng.

DEBBI E DAVI S: Good norning. Do you all have

your handouts?

BUTCH LAMBERT: Excuse ne?

DEBBI E DAVIS: | was checking to nake sure that

you had your handouts.

BUTCH LAMBERT: Oh. Everyone...everyone did

have their handouts?
(No audi bl e response.)

DEBBIE DAVIS: Hello. M nane is Debbie Davis.
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I'm the trust officer with First Bank & Trust Company.

KAREN MCDONALD: And I'm Karen McDonald. I'm

the i nvestment officer with First Bank & Trust.

DEBBI E DAVIS: Let us begin again to thank you

all for giving us the opportunity to serve the Board on
the management of the funds. You’ll see under tab...the
first tab, | have conpleted a quarterly report show ng
that the working interest deposits was $9, 038. 80.

Royal ty deposits were $500,172.06. |ncone earned was
$25,034. 23. Escrow fees were $6,585. 73. Audit expenses
paid for the last quarter was $51,190.18. Distributions
made was $330, 487. 32, which gives us a market val ue as of
12/ 31 of $26,437,048...let ne try that again,

$26, 437,400. 71. The next is a breakdown per well. That
w || show how noneys earned and deposits and fee, of
course, were per each well. One of the things that I
wanted to discuss and remind wth the Board is making
sure that at sone point we do get sonething fromthe
producers to verify that we are receiving all of the
checks and deposits. | know at disbursenent tine there
shoul d be sone sort of coordination that...that the

bal ances are correct. | know we provide the producers

with a breakdown of what we’ve received. But I’'m not
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recei ving nothing telling what they’ve sent to me.
BUTCH LAMBERT: Ckay. Well---.
DEBBI E DAVI S: So- - -.

BUTCH LAMBERT: ---that’s...yeah, we...yeah, we

understand that. As part of the state audit that was
conducted on procedures of the Board, that may be one
itemthat we need to address as the Board---.

DEBBI E DAVI S: Ckay.

BUTCH LAMBERT: ---to the conpani es.

DEBBI E DAVIS: R ght.

BUTCH LAMBERT: And we wi Il be discussing that

here shortly---.

DEBBI E DAVIS: R ght.

BUTCH LAMBERT: ---about how to do that.

DEBBI E DAVIS. | mean, there’s always room for

error and that will just be one nore step to prevent that
f rom happeni ng.

BUTCH LAMBERT: Ckay.

DEBBI E DAVIS: W always would i ke to continue

pursui ng the ACH where deposits were nade autonatically
I nstead of having checks issued and then mailed in. Not
only would that be a tine saving feature, | think it

woul d cut down on the expense of postage and check

10
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producing. So, hopefully, this next year that’s
sonething that we can really work wwth with the producers
on getting that into place.

BUTCH LAMBERT: Okay. We...again, that’s

anot her part of the audit that we just...the audit report
that we just received. W wll be talking with producers
on how to best handle that part of it as well.

DEBBI E DAVIS: Ckay. Do you all have any

guesti ons on noneys received or---?
BILL HARRIS: M. Chairmn---.
BUTCH LAMBERT: M. Harris.

BILL HARRIS: ---let nme just ask a question. In

t he handouts, | notice that there are sone...on sone
pages |ike ten of twenty-four, for instance, there is
t he.. .whatever color that is that’s a bar that goes
across, sort of a beige color.

DEBBI E DAVI S: That’s more for my use.

BILL HARRI'S: Onh, okay.

DEBBIE DAVIS: If | normally should be seeing a

wor king interest deposit, that flags ne that normally in
t he past we have received working interest deposits. As
I'm receiving moneys in, that’s something that flags me

to be | ooking for that.

11
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BILL HARRIS: Onh, okay. Ckay.

MARY QUI LLEN: So, that’s just an in-house

I ndi cator for you?

DEBBI E DAVI S: Yes.

BILL HARRIS: There is a legend that | was just

shown that that---.
DEBBI E DAVI S: Oh, that’s fine.
BILL HARRIS: Now, where did you find that---?

BUTCH LAMBERT: It’s on page twenty-one of

twenty-four.

DEBBI E DAVI S: That’s like the greens on the

ones where the orders expired and has not been renewed
and we have been instructed by David and D ane that, you
know, until that order is taken care we shouldn’t receive
funds in.

BILL HARRI S: Shoul d not receive...okay, yeah,

found the legend. We’re okay. Thank you. Thank you.
BUTCH LAMBERT: Any ot her questions fromthe

Boar d?
(No audi bl e response.)

DEBBI E DAVI S: If there’s not any other

questions, I’1l1 turn it over to Karen to discuss the

I nvest nent s.

12
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KAREN MCDONALD: The...behind the next tab is

current investnments showi ng noney market bal ance actually
as of Friday of $7,654,158.61. That is now earning 40
bases points. W have continued with the purchasing of
CEDARS and the reinvestnent of CEDARS as our six nonths
CEDARS has started to mature. So, as of Friday, we had
$18, 620,00 invested in the CEDARS program So, this
sheet is just a summary of the investnents.

MARY QUI LLEN: This is the summary of what we

did at the end of Decenber, special neeting, is that---?

KAREN MCDONALD: Correct. Correct. So, we did

extra purchases in Decenber and then we continued with
what the Board had approved for the first of January. |If
there are no questions on that page, then the next page
gi ves you nore detail behind the next tab and shows the
estimat ed bal ances as we nove through purchasing nore
CEDARS. So, this reflects the new I CS noney narket
account and the January bal ance of Friday was...as |
guoted, the seven mllion dollar figure earning 40 bases
points. Then, I’'ve arrived at the February and March

bal ance purely by subtracting the CEDARS that we wil |

purchase in February and March just to give you an

13
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estimate of where our plan brings us on cash disregarding
any distributions or contributions. So, at the end of
our March purchases we could be in the range of three and
a half mllion in cash. Then the second half of the page
shows you the current holdings and then in the
hi ghlighted in orange and green are what the Board has
approved for us to continue purchasing, which will drive
the actually cash bal ance down to that figure of around
three and a half mllion. | apologize to the Board. |
made an error in sone calculations on the interest the
|l ast tinme on the estimated quarterly incone. So, it was
actually showing | ess incone than it shoul d have been
represented. So, that has been corrected in a
spreadsheet that | sent over after our Decenber neeting.
This page reflects an estimated i ncone for the quarter.
So, as you can see, we are naking sone nice progress
with the investnents and getting a better return anywhere
from 40 bases points to 65 bases points. Any questions
on...and I'm assuming, Chairman Lambert, that we
will...since we will probably not be back with you until
the end of the quarter, so it wll be April unless you
ask us different, but we will continue in April to renew

the 1 nvested CEDARS and maintain this | ower cash bal ance

14
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unl ess---.
BUTCH LAMBERT: Yes.
KAREN MCDONALD: ---the Board instructs us

ot herw se.

BUTCH LAMBERT: No, | think at this point that

we will continue on that path.

KAREN MCDONALD: And at anytinme that the Board

finds that there mght be a need for nore cash, they can
notify us and we can...we can stop the renewal process or
alter the plan as you need us to.

BUTCH LAMBERT: Ckay.

KAREN MCDONALD: So, that’s how we continue

t hrough the quarter. Then the |ast page, which M.
Harris enjoys looking at so much, I don’t want to neglect
it, it’s just showing that the Treasury rates have...have
| nproved sonewhat. Still to get even the 25 bases points
that we had been earning originally in the noney narket
account, you have to commt for a year to those funds.

So, these funds that are not in CEDARS are fully liquid
and accessible to you at anytine. W continue to watch
interest rates and to see if there m ght be other

I nvestnent options. But at this point, the CEDARS

continue to be the safest FDIC fully covered. Al of

15
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t hese bal ances now are FDI C i nsur ed.

BUTCH LAMBERT: W appreciate that. That was

our goal

KAREN MCDONALD: Ckay. Any questions?

BUTCH LAMBERT: Just a housekeepi ng, M.

McDonal d, did you...did you get the letter back signed
that you sent to ne?

KAREN MCDONALD: 1 di d.

BUTCH LAMBERT: Ckay.

KAREN MCDONALD: Thank you very nuch.

BUTCH LAMBERT: Thank you. Just checking. |

couldn’t remember if we did that or not.

KAREN MCDONALD: We got that acconplished | ate

| ast week.

BUTCH LAMBERT: Great. Thank you. Any

questions fromthe Board?
(No audi bl e response.)

BUTCH LAMBERT: Thank you. W appreciate your

namne.

KAREN MCDONALD: Thank you so nuch.

DEBBI E DAVI S: Thank you.
MARY QUI LLEN: Thank you.

BUTCH LAMBERT: The next itemon the docket it

16
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petition from CNX Gas Conpany, LLC requesting

di sbursenment of funds and authorization of direct paynent

of royalties from coal bed net hane gas unit

Buchanan 1,

S@AJ1 for Tract 52, docket nunber VGEOB-98-1117-0697-02.

Al parties wishing to testify,
MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAVBERT: Good nor ni ng.

MARK SWARTZ: Good nor ni ng.

(Anita

Duty is duly sworn.)

pl ease cone forward.

BUTCH LAMBERT: You may proceed, M. Swartz.

havi ng been duly sworn,

foll ows:

QUESTI ONS BY MR

ANI TA DUTY

DI RECT EXAM NATI ON

SWARTZ:

Q
us, please.
A
Q
A
Q

t he docket here,

was exam ned and testified as

Anita, you need to state your nane for

Anita Duty.

And who do you work for?

CNX Land Resour ces.

And with regard to these initial

t he request for disbursenents,

17
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general ly, what is your...what are your duties?

A To file the petition and nake sure the
accounts are proper.

Q Ckay. Wth regard to itemthree on the
docket or actually itemtw on the docket, Tract 52 was
excluded froma request that we nade in Novenber of 2010,
correct?

A Yes.

Q And does that pertain at all to item
three as wel | ?

A It does.

MARK SWARTZ: It mght help to call that as

wel | .

BUTCH LAMBERT: Al so, calling docket item nunber

three, a petition from CNX Gas Conpany, LLC requesting
di sbursenent of funds and authorization of direct paynent
of royalties from coal bed net hane gas unit Buchanan 1,
SQUL, Tract 27, docket nunber VGOB-98-1117-0697-03.

MARK SWARTZ: Thank you. On that, it would al so

be Mark Swartz and Anita Duty.
BUTCH LAMBERT: I’'m sorry, Mr. Swartz. This

thing is running. I don’t if anybody else is, but I'm

havi ng troubl e hearing you.

18
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MARK SWARTZ: Appearing on itemthree, it would

al so be Mark Swartz and Anita.
BUTCH LAMBERT: COkay. Thank you.

Q Anita, with regard to the hearing that we
had i n Novenber, with regard to Tract 52 in Buchanan 1,
seal gob unit 1, Board elected to not disburse on that
tract, correct?

A Yes.

Q And is it true that we really need a
deci sion on that disbursenment before we address the
disbursements pertaining to item three because it’s going
to change the nunbers?

A Yes.

Q D d you prepare the request for
di sbursenment on itemthree assumng that you filed it
before Tract 52 was excl uded?

A Yes.

Q Ckay. So, the...so, the...we need to
know today, if at all possible, whether or not,
pertaining to docket itemtwo, the testinmony will be
accepted and the disbursenent allowed that we requested
i n Novenber so that we can slightly revise the

docunentation with regard to Exhibit Three, is that where

19
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we are?
A It is.
MARK SWARTZ: Ckay. So, what we need to today

Is, | think the folks are here, we need to know if
there’s a continuing objection to that or not and we need
t hat gui dance to get the nunbers right.

BUTCH LAMBERT: Fol ks, if you all would pl ease

cone forward and state your nane for the record.
RALPH KEEN: I’'m Ralph Keen.
JAY C. LAMBERT: Jay C. Lanbert.
DONNA WOODS: Donna Wods.
DOLORES ESTEP: Dol ores Estep.

BUTCH LAMBERT: Good norning. Thank you.

(Mark Swartz and Anita Duty confers with
Dol ores Estep.)

DOLORES ESTEP: Well, we’re still objecting to

that 50% royalty split. No one out of all of them
remenber signing anything on that. W all just feel that
they deserve a 100%. We’re objecting to the 50% royalty
split. That’s our main objection. Do you want to say
anyt hi ng?

BUTCH LAMBERT: |s there a copy of the split

agreenent ?

20
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MARK SWARTZ: W provided it to you all at the

Novenber heari ng.
BUTCH LAMBERT: Ch, well---.

MARK SWARTZ: I mean, you know, that’s the

problemthat---.

BUTCH LAMBERT: ---David and I weren’t here, so

we’re trying to play catch up.
MARK SWARTZ: Ckay.

DAVI D ASBURY: I don’t have it in my file.

MARK SWARTZ: Well, | renenber it was enailed to
me. | renmenber we got it while we were here and
believe | emailed it...l did. | emailed it to you. But
t hat woul d have been in Novenber. | showed it to the

folks...sone of the folks that are here to confirmthat
we actually had a document. So, that...and that’s what
occurred i n November.

DAVI D ASBURY: Ckay.

MARK SWARTZ: And as |, you know...just to sort

of focus the Board, we requested a di sbursenent

predi cated upon a witten split agreenent that we have in
our file. W confirnmed that we have it and obtained it
when we were here in Novenber. They indicated...what

they’re telling you today, that they don’t recall signing

21
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it or that the people who signed it didn’t recall. They
weren’t really arguing that it wasn’t their signature.
They were just saying, we don’t have any recollection of
this and we woul d 1like some additional time. What I’m
hearing today is, I hear them saying we didn’t sign it or
we don’t agree with it. Really, you know, we don’t have
a position other than, you know, we had a split agreenent
that we relied on to request the disbursenent and
it’s...I guess, 1n your hands to determine whether or not
you want to proceed under those circunstances.

DOLORES ESTEP: Well, what we don’t understand,

there were six of themat the tinme. None of them
remember signing that. I don’t really know why anyone
would. I mean, I don’t know why anyone would say, here,
I’11 let you have 50% of whatever I get. None of
them...I mean, this is my dad and my uncle and they don’t
remenber signing it.

MARY QU LLEN: M. Swartz, whose nane is

actually on the signature? Refresh ny nenory.
ANI TA DUTY: Ral ph Keen.
MARY QUI LLEN: And which one is Ral ph?

RALPH KEEN: I'm Ralph Keen. And I signed---.
MARY QU LLEN: Right. And | know that you did

22



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

ask for additional tine to go back and | ook at your own

docunents. Do you all have a copy of that?

DOLORES ESTEP: We don’t find that---.

MARY QUI LLEN: You don’t have a copy of it?

(No audi bl e response.)

MARY QUI LLEN: Have you | ooked at a copy that
M. Swartz has—?

DOLORES ESTEP: W | ooked at it on the conputer
screen?

MARY QUI LLEN: ---and verify your signature?

DOLORES ESTEP: They | ooked at it on the
conputer screen the |ast tine.

MARY QUI LLEN: And are you saying this is not

your signature?

DOLORES ESTEP: It look...it kind of |ooks |ike

it. I mean, I don’t know...I don’t know why anyone woul d
sign half of...you know, what they should have get over
soneone el se---.

RALPH KEEN: | signed---.

DOLORES ESTEP: ---and none of them renenber

si gni ng anyt hi ng.
RALPH KEEN: | signed a | ot of other docunents

with right-of-ways and gave them a | ease and everythi ng
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like that. But | never...| never signed anything that
was nentioned to nme about giving them half.

MARY QUI LLEN: Do you have a copies of those

doc...all of those docunents that you signed?
RALPH KEEN:. Huh—.
DOLORES ESTEP: Well, we have a | ot of them

mean, |...we should have them all.

MARY QUILLEN: Did you bring any of themfor

exhi bits today?
DOLORES ESTEP: No. | only brought the | ast

nonth...the neeting that should have been held in
Novenber that was cancell ed.

MARY QU LLEN: No, we net in Novenber. The

Decenber neeting was cancel | ed.
DOLORES ESTEP: Right.
MARY QUI LLEN: Uh- huh.
DOLORES ESTEP: | only had the stuff fromthe

Novenber.

DAVI D ASBURY: | printed it. Diane went to get

it.

BUTCH LAMBERT: COkay. Apparently, we have copy.

We’re going to go get that copy now. Ms. Quillen, is

that the issue that was on the Novenber docket?
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MARY QUI LLEN: Yes...yes, sir. That’s the

reason...they said they did not renmenber signing that
docunent. M. Swartz had the conputerized version of it.
They asked for a nonth to look at the...at their own
documents. That’s the reason I asked, did they bring the
copy of those documents, but they didn’t bring a copy of
t hose docunents.

DOLORES ESTEP: Well, we didn’t find the one. I

mean, we couldn’t find anythi ng show ng they had signed,
you know, for 50%split royalty. Al of us---.
MARY QUI LLEN: But you signed everything at the

sane tine? That was ny question. Dd you sign all of
these things at one tine?

DOLORES ESTEP: We don’t know. I mean, we don’t

remenber signing---.

MARY QUI LLEN: What are the dates that are on

your docunents that was---7?

DOLORES ESTEP: Oh, them are the ones fromthe

November meeting. I’1l1 let you see them. These are the
only things | have. In Novenber, they sent themout for
t he Decenber neeti ng.

(Ms. Quillen reviews the docunents.)

MARY QUI LLEN: No, I’'m talking about the
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docunents. These are just...this is just the neeting
agenda iterms.

DOLORES ESTEP: Ri ght.

MARY QUI LLEN: No, I’'m asking about the

docunents. He said that he signed a | ot of docunents
that---.

DOLORES ESTEP: Oh, that’s throughout the whole

period of ---.

MARY QU LLEN: Right. And do you have copi es of

all of those docunents?

DOLORES ESTEP: W have a | ot of them

MARY QUI LLEN: Well, that was what | was asking

so that---.

DOLORES ESTEP: | nean, | could bring them--.

MARY QUI LLEN: You know, that...you know, to

bring those docunents to | ook at them

DOLORES ESTEP: Well, | can bring themthe next

time. But I didn’t...you know. I mean, we have a stack
of themthat high.

MARK SWARTZ: I’ve located the file on my

conputer again. | nean, | still have it.

BUTCH LAMBERT: M. Asbury has it as well and

he’s printing it.
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DAVI D ASBURY: Trying to print it.

BUTCH LAMBERT: Yeah, trying to print it. The

printers aren’t down are they?

MARK SWARTZ: Do you want ne to send anot her

copy to Sharon or---7?

DAVI D ASBURY: Yeah. Why don’t you try yours?

M ne is supposed to be printing.

MARK SWARTZ: Okay. We’ll see if Diane comes

back with it.
DOLORES ESTEP: Why woul d anyone sign an

agreenent |like that?

MARY QUI LLEN: T mean, I don’t know. I mean,

the only thing we have to go by is, you know, what
signature is on the document and that’s the reason I was
aski ng about the other docunents to see if the dates
correspond with other docunents that you had signed at
that sane tine to kind of have an idea of, you know --.

DOLORES ESTEP: Well, we don’t know that we...I

mean, they may have been sone others at the sane tine.
But, | nean, it mght have been...| nean, they have got
so many for the right-of-way and all of that. You know,
peopl e has conme and had themsign for the right-of-way

and tinber and things like that. But---.
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BRUCE PRATHER: | assune these signatures were

notarized weren’t they?

MARY QUI LLEN: Were the signatures notarized on

all of these docunents?

DOLORES ESTEP: I honestly don’t know. We have

| ooked t hrough so nmany things and seen, you
know...there’s so many papers and we didn’t really

understand it all. But we can’t find anything saying

that...you know, that nom and dad signed away 50% of what
should have been theirs. I don’t know why anyone would.
That’s what I'm asking. Why?

BILL HARRIS: Yeah. W get a |lot of folks that

sign that because the...there are tines when coal
conpani es al so claimownership of the gas. Sone |and
conpani es sonetines do that. And...so that noney goes
into escrow. So, in an effort to rel ease that noney,

t here have been agreenents...we get thema | ot now where
there was a 50/50 split or a 25/75% where 75 woul d
go...but otherwise there’s either action through the
Court or there’s some other methods. But they would

i nvol ve part of a legal process in other to prove that
that actually is a 100% yours. So, a |lot of people do

sign the 50/50 split agreenents in order just to rel ease
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t he noney.
BUTCH LAMBERT: M. Swartz, what date was that?
DOLORES ESTEP: 2002.
DAVI D ASBURY: February the 16th, 2002. 1t has

a notary from Tazewel |, Virginia by James W Waddell. 1Is
that right? I can’t tell if that’s a W. or an H. But it
has a notary public signature on it on the sane day that

the signature was signed and a Vivian Kinder of Tazewell.
Diane will bring the docunents here shortly.

MARY QUI LLEN: Wose signature is on that, M.

Asbury?
DAVI D ASBURY: There are two, Ral ph Keen and

G ace Keen.

BUTCH LAMBERT: And who is Grace Keen, M. Keen?

RALPH KEEN. My wi fe.
MARY QUI LLEN: Who signed for Coal Muntain?

DAVI D ASBURY: Coal Muntain M ning was

signed...it says managenent. Ceorge...George W
Wllians. George W WIIlians.
BRUCE PRATHER: Mr. Chairman, I’ve got a

questi on.

BUTCH LAMBERT: M. Prather.

BRUCE PRATHER: Since there’s only two
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signatures on this docunent, would M. Keen be the agent
for the rest of the people involved? Wuld he be a
desi gnated agent for the rest of the Heirs?

DOLORES ESTEP: No, because everyone has

signed...all of themsigned when it involves all of them
Just on that one.

BRUCE PRATHER: I mean, I'm rather curious as to

why there are just two signatures on the---.

DOLORES ESTEP: Yeah. | nean---.

BRUCE PRATHER. ---and the rest of these people
are not---.

ANI TA DUTY: They’re all separate documents.

BRUCE PRATHER: Oh, they’re all separate
docunents.

ANl TA DUTY: Yeah. Yes.
BRUCE PRATHER: Ch, okay. kay, that wll

answer that.

BUTCH LAMBERT: Do we have the ot her docunents?

ANl TA DUTY: Who...who all do we need to...

didn’ t---.

BUTCH LAMBERT: Well, first of all, these other

three parties that are here if we only have one that’s

signed by M. Keen.
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ANI TA DUTY: Well, | nmean, we can get the

others. | just need to know the nanmes that are...
didn’t know this was in dispute with anyone other than
Ral ph Keen. So, we can get the other ones.

BUTCH LAMBERT: Well, | guess, the question that

M. Prather is asking is did Ral ph Keen sign for the
other three parties that are here?

ANI TA DUTY: No. The other parties signed

I ndi vi dual | y.
BUTCH LAMBERT: Ckay.

MARY QUI LLEN: So, is there a dispute fromthe

other parties as well?
DONNA WOODS:  Yes.
DOLORES ESTEP: Yes.

ANl TA DUTY: I wasn’t aware of that. That’s

what I'm saying, I can get those---.

MARY QUI LLEN: Oh. Well, we weren’t either

because that...the only one that we had tal ked about was
the one with M. Keen that had asked about the docunent.

SHARON Pl GEON: Dol ores Estep was here the | ast

DOLORES ESTEP: | was here the last tine.

MARY QU LLEN: Right. You were with your
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father. Right.
DOLORES ESTEP: Right, with ny dad. Yeah. Yes.

And we tried to speak for Anna Ruth Lanbert and Anne
Justus, which---.

MARY QUI LLEN: Right. But you can’t do that.

DOLORES ESTEP: ---were the only two that were
on.

MARY QUI LLEN: Ri ght.

DOLORES ESTEP: Ri ght.

MARY QUI LLEN: Yeah, because they have to be
here---.

DOLORES ESTEP: Ri ght.

MARY QUILLEN: ---unless you are their agent.

That’s the reason he was asking about that.

DOLORES ESTEP: They couldn’t be here today.

Anna Ruth is here, her husband is here and her daughter
they’re here. But the others were sick and having
testing run at the hospital and they couldn’t come for
this neeting.

MARY QUI LLEN: Are you alls nanes on that?

RALPH KEEN: M ne i s here.

MARY QUI LLEN: Yours is, okay.

MARK SWARTZ: Well, the Tract 52 that M. Keen
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was di sputing he owns by hinself, okay. Itemthree on

t he docket involves Tract 27 and you will notice that are
addi ti onal people in that who are sone of the fol ks that
we’re now adding to the list. But with regard to Tract
52, the conflict was only between M. Keen and Coal
Mountain. There were no ot her undivided owers of the
oil and gas interest. GCkay, so with regard to docket
itemtwo, the only split agreenent at issue is one, okay.

MARY QUILLEN: R ght.

MARK SWARTZ: Wth regard to itemthree, there

woul d be nmultiple...apparently, there are now nmultiple
split agreements at issue. So, I mean, there’s a slight
overlap, but they’re certainly not the same. We’re

tal ki ng about Tract 52, which has one oil and gas owner
in item two and then in item three we’re talking about
several oil and gas owners.

MARY QUI LLEN: And that was the docket itemfor

Novenber was with M. Keen only?
MARK SWARTZ: Only, correct?
MARY QUI LLEN: Ckay.

BUTCH LAMBERT: M. Lanbert, | guess we need to

clear up one thing before we go any further. We don’t

know each other, do we? We’re not related, are we?
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JAY C. LAMBERT: No. No, I’ve never saw you

bef or e.

BUTCH LAMBERT: | just wanted to clear that one

up. So, M. Swartz, on petition nunber two, Tract 52,
we’re only talking about Mr. Keen?

MARK SWARTZ: Correct.

BUTCH LAMBERT: And the other parties aren’t

i nvol ved in Tract 527?

MARK SWARTZ: Correct. W do not show any ot her

of the oil and gas interest except himin Tract 52,
correct.

BUTCH LAMBERT: Okay. Then Tract 3 involves the

other parties that are here today?

MARK SWARTZ: Itemthree.

BUTCH LAMBERT: I’'m sorry, item three Tract 27.

MARK SWARTZ: And there’s a list at the end.

You know, there are several other co-owners that have
signed split agreenents. And, of course, until we got
here today, we didn’t realize that...we sort of expected
t hat Ral ph Keen m ght say, you know, | have the sane
position wth regard to this tract.

ANI TA DUTY: He is al so on here.

MARK SWARTZ: Right. Exactly. He is in there.
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But, you know, we weren’t aware that we were going to
have ot her argunents with regard to peopl e about their
split agreenents.

DOLORES ESTEP: They are also on this too. Anna

Ruth Lambert and Anne Justus, they’re als0 objecti ng.

MARK SWARTZ: But they’re not...they’re not

owners.

DOLORES ESTEP: Anna Ruth is.

ANl TA DUTY: Not on Tract 52.

MARK SWARTZ: Not on Tract 52.

ANI TA DUTY: We’re just talking about...the one

that we continued from Novenber was just Tract 52.

DOLORES ESTEP: Well, they were on there the

last tinme, all three of them Al three of their nanes
wer e t here.

MARY QUI LLEN: On Tract 527?

DOLORES ESTEP: Because | tried to object for

the whole famly, for them..for themtwd. Arnold Keen
and- - -.

ANI TA DUTY: They were listed...they would stil

have ownership in the unit, but they weren’t on that
particular tract that we were di sbursing.

MARK SWARTZ: There is Tract 52 and it’s just
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Ral ph.
MARY QUI LLEN: There was only the one on that

tract.

BUTCH LAMBERT: So, lets try to pull this back

together and get a handle on this. On petition nunber
two for Tract 52, it’s showing Anna R. Lambert and Ralph
Keen. |Is that correct?

MARY QUI LLEN: No.

ANI TA DUTY: No.

MARY QUI LLEN: Only...only Keen...Ral ph Keen.

Because there was only...there was only one on that
tract.

BUTCH LAMBERT: It’s only 52, okay. Okay, I

foll ow you

ANI TA DUTY: If you look at Exhibit EE that’s

I ncluded in the di sbursenent rather than | ooking at
the...because this sheet only accounts for Tract 27
because that’s what we filed for the following...what
happened was we had the hearing that got continued and
this was filed at the sane...about the sane tine and we
didn’t realize that they were going to conflict with each
other. So---.

MARK SWARTZ: Well, if you | ook at---.
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BUTCH LAMBERT: Well, I'm looking at Exhibit A

for petition number two and you’re right. On this
exhibit it shows Ral ph Keen only on 52.
MARK SWARTZ: Correct. Correct.

ANI TA DUTY: Yes. Now, the additional filing

that we filed the follow ng nonth, we had Tract 27 on
there, which is the one---.

MARK SWARTZ: That’s item three.

ANl TA DUTY: That’s item three and that’s the

one they’re objecting to as a group.

BUTCH LAMBERT: (Ckay. Do you have signed split

agreenments for all of those fol ks on Tract 27?

ANI TA DUTY: Yes. Adult...|l nmean, | know...do

you have Anna Lambert’s?

DAVI D ASBURY: Do you renenber about what date?

BUTCH LAMBERT: So, Mr. Keen, you’re here

objecting to a disbursement for Tract 52 that you’re
showi ng as the owner and not the other parties?

RALPH KEEN: Yeah.

BUTCH LAMBERT: And your objection is that you

didn’t...did not the sign a 50/50 split agreement, 1is
that correct?

RALPH KEEN: Well, I don’t remember ever signing
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anything that | would go...give themhalf of it. |
signed quite a few of themfor the right-of-way and when
we sold it and everything else. But I’ve never told
anyone that | would take half of the...half price.

BUTCH LAMBERT: So, M. Keen, we have...we have

the printed split agreenment now. D d sonebody give hima
copy and let himlook at it, please? Thank you.

(Ral ph Keen and Dol ores Estep reviews the
docunent .)

RALPH KEEN: It |ooks like nmy signature, but |

don’t remember ever signing anything like that.
BUTCH LAMBERT: Ckay.
SHARON Pl GEON: Does it look |like your wife’s

si gnature under---7?

BUTCH LAMBERT: Did you hear...M. Keen, she

asked if that looked like your wife’s signature as well.

RALPH KEEN: Well, I don’t...no, it don’t. Not

really.

DOLORES ESTEP: Momnormally wites real small.

She can’t see well and she has to get real close to
anyt hi ng.

RALPH KEEN: But she don’t remember anyone

ever...telling anyone that we woul d take 50%

38



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

BUTCH LAMBERT: (Ckay. But you just said that

that does look like your signature, but you just don’t
remenber signing it. 1Is that correct?

RALPH KEEN: That’s right.

BUTCH LAMBERT: (Ckay. Gkay. Anything further,
M. Swartz?

MARY QUI LLEN: And the fact that it’s notarized

is that---7?

MARK SWARTZ: Other than to say we don’t

really...you know, it’s our job to come over here and
make petitions to di sburse noney from your escrow
account, but it’s really up to you all. So, you know, if
you want...if your choice is to | eave the noney in there,
you’ re not going to get any push back from us.

MARY QUI LLEN: Well, if they think that this is

not their signatures or have---.

MARK SWARTZ: It was notarized. I mean, I'm

sorry, I’m not going there. Okay, all I'm saying 1s that
I don’t...I don’t...I would assume that a notarized
docunent is a good docunent.

MARY QUI LLEN: That’s...that’s my problem W th

it toois the fact---.

MARK SWARTZ: Yeabh.
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MARY QUI LLEN. ---that it’s notarized.

MARK SWARTZ: But on the other hand, you know,

it’s not our money, meaning my client and...and if it
stays in escrow, it’s okay with us.

BRUCE PRATHER: This is not CNX’s docunment in

the first place. This is---.
MARK SWARTZ: Correct.
BRUCE PRATHER. ---Coal M ne Conpany or

what ever it is.
MARK SWARTZ: Correct.
MARY QUI LLEN: Coal Muntain M ning, uh-huh.

BRUCE PRATHER: Yeah. 1It’s their document.

It’s not yours.

BUTCH LAMBERT: (Okay. Any further---?

DAVI D ASBURY: Chai rnan Lanbert.

BUTCH LAMBERT: I’'m sorry. Mr. Asbury.

DAVI D ASBURY: It is a notarized docunent, but

it is not a recorded docunent.

BUTCH LAMBERT: | under st and. | under st and.

Any further discussion fromthe Board?
(No audi bl e response.)

BUTCH LAMBERT: W have now before us a signed

split agreenent that M. Keen says that |ooks like his
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signature, but he does not renenber signing it. The
docunents have been notarized. So, are there any further
di scussion or questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Do | have a notion fromthe

Boar d?
MARY QUI LLEN. M. Chairnman, | have---.
BUTCH LAMBERT: Ms. Quill en.

MARY QUILLEN: ---a notion that we do not

approve di sbursenent of funds for this unit and the funds
remain in escrowand it will be up to the Keens to get
sone kind of clarification or...on this docunent that we
can...giving us the right to nove forward. W actually
do have now the...| believe that they should have that
opportunity.

BUTCH LAMBERT: I'm not sure I understood the

not i on.

BILL HARRI S: Yeah.

MARY QUI LLEN: A notion that we do not...we deny

t he request for disbursenent of funds for Tract 52 and
t he Keens woul d have the responsibility of getting sone
sort of ruling on this docunent. |In the neantine, the

funds would remain in escrow.
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BUTCH LAMBERT: If you can’t disburse...Mr.

Swartz, 1f you can’t disburse 52...Tract 52, those...I
heard you say those units are tied together and you can’t
di sburse 27 then?

MARK SWARTZ: Well, Exhibit A to docket item

three is going to be slightly incorrect. So, we woul d
ei ther have to proceed and...w th the understandi ng that
we woul d submt a corrected exhibit given the fact that
we now have a decision on Tract 52 after the hearing that
coul d happen or, | guess, you could continue it, you
know. I mean, we’ve called the docket item and I think
we need to find out whether or not any people on the |ist
for itemthree on nmaking the sane contention that M.
Keen has been naking today so that we are efficient about
maki ng one trip when we cone back on three. | see sone
nodding. So, I think...do you understanding what I’'m
saying in terns of---?

BUTCH LAMBERT: Uh-huh. | understand. Uh- huh.

MARK SWARTZ: Ckay.

BUTCH LAMBERT: (Ckay. So, we have a notion. Do

| have a second? Now, this is only on petition nunber
two---.

MARY QUI LLEN: Two, Tract 52.
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BUTCH LAMBERT: ---for Tract 52.

BILL HARRI S: Mr. Chairman, I’1l go ahead and

second that motion. Although, in honesty, I’'m not sure

what options still exist at this point except that it
just stays in escrow until that is resolved. |Is
that---7

MARK SWARTZ: I mean, that’s...as I understood

the motion, I think that’s what she had in mind.

BUTCH LAMBERT: That’s what---.

MARY QUI LLEN: Exactly.

BILL HARRI S: And that’s what...yeah, I’11

second...I’"1l1l second the motion then.

BUTCH LAMBERT: | have a notion and a second.

Al in favor, signify by saying yes.
Al'l those in favor, signify by saying yes.

(Al nmenbers signify by saying yes, but Katie
Dye and Butch Lanbert.)

BUTCH LAMBERT: Qpposed, no.

KATIE DYE: I’11 abstain.
BUTCH LAMBERT: No. One abstention, Ms. Dye.

kay, that one had the notion to...we will not disburse
that. M. Keen, did you understand the notion?

RALPH KEEN: Yeah.
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BUTCH LAMBERT: Ckay. That the noney will stay

I n escrow and not be disbursed until such a tinme that you
can resolve the issue wth your split agreenent on
whet her or not you did sign it or if you can renenber
signing it and then they can cone back before the Board
and request disbursenent. So, M. Keen, do you
under st and?

RALPH KEEN: Yeah.

BUTCH LAMBERT: (Ckay. Ckay.

MARK SWARTZ: Wth regard to itemthree, if they

could tell the Board who doesn’t...who is raising the
sane objection so when we cone back here, you know, they
are not on Exhibit Ato itemthree because we know we
need to revise that. So, of the people |isted here, who
I's here today?

DOLORES ESTEP: Jay C. Lanbert.

MARK SWARTZ: Well, Ral ph Keen is here, correct?
DOLORES ESTEP: Correct.

MARK SWARTZ: And---7?

DOLORES ESTEP: And Anna Ruth Lanbert and her

husband.
MARK SWARTZ: Anna Ruth Lanmbert. And who el se?
DOLORES ESTEP: And that’s it.
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MARK SWARTZ: (Ckay. So, would the Board be safe

I n assum ng that on Tract 27, which is docket itemthree,
M. Ral ph Keen and Anna Lanbert are contendi ng that

there’s a problem with the split agreement?

DOLORES ESTEP: Yes.

MARK SWARTZ: (kay. And those are the only two

people on this list that are here today that are naking
t hat contention?

DOLORES ESTEP: Right.

MARK SWARTZ: Ckay.

DOLORES ESTEP: (I naudible.)

MARK SWARTZ: Right. But we haven’t called

t hose yet.
DOLORES ESTEP: Al right.
MARK SWARTZ: Ckay.
BRUCE PRATHER: M. Chair nman.
BUTCH LAMBERT: M. Prather.

MARY QUI LLEN: W have one additional thing that

we feel |like that needs to be incorporated into this as
we nove forward is that a representative from Coa
Mountain M ning needs to be here.

BRUCE PRATHER: This...this docunent really is a

blanket...it doesn’t refer to anything as far as acreage.
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This agreenent is a blanket type of an agreenent and it
covers everything.

MARY QUI LLEN: Everyt hi ng.

BRUCE PRATHER: It’s whatever you want to put in

it that you don’t want to contest. But that’s basically
what this document is. When this was signed, it’s a
bl anket agreenent unfortunately.

MARK SWARTZ: Well, you need to know that we

mai | ed these to Coal Muntain, you know.

MARY QUILLEN: R ght.

MARK SWARTZ: So, I'm just saying, we don’t have

control over them. I’'m just saying that---.
MARY QUI LLEN: Ri ght.
BRUCE PRATHER: Yeah

BUTCH LAMBERT: | under st and.

MARK SWARTZ: ---they were given notice because

their noney was potentially comng out, you know.
So- - -.
MARY QUI LLEN: Ri ght.

MARK SWARTZ: And they...and ny recollection is

I'm not sure they have ever come to one of these, but,
you know, I just don’t---.

MARY QUI LLEN: In my...I don’t remember---.
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BUTCH LAMBERT: They’ve been to one.

MARY QUI LLEN: ---ever seeing anybody.

MARK SWARTZ: Have they been to one?
BUTCH LAMBERT: Yes. So, M. Swartz, would you

i ke to continue itemthree?

MARK SWARTZ: Wth the record that we’ve just

made, yes. I mean, that we’re going to continue to deal
with the Tract 52 resolution that we had today and we’re
going to renove, as | understand it, the two...the
..we’re going to remove Mr. Keen from item three and
Anna Lanbert fromitemthree and adjust it for the Tract
52 outconme. So, continue it with that understandi ng and
all you’re going to get from us is a revised Exhibit A.

BUTCH LAMBERT: Ckay.

MARK SWARTZ: Ckay, does that work?

BUTCH LAMBERT: So, we will continue item..

docket item nunber three until...how |l ong do you need?

MARK SWARTZ: How about next week? Well, |

mean, 1t’s just---.

BUTCH LAMBERT: It has done been posted.

February?

DAVI D ASBURY: It has to be February.

MARK SWARTZ: No, no. No, no. Quys, if people
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show up for a hearing and/or don’t show up and you
continue it until tonorrow you have authority to do that.
You don’t have to republish this. If they want to hear
it, this people know it’s going to be next week.

BUTCH LAMBERT: We’ll probably can do that and

you may be correct, but our docket for next week is full.
So, we would like to continue that until February, okay.
Is that all right?

MARK SWARTZ: Okay. That’s cool. But I was

hopi ng agai nst hope.

Bl LL HARRI S: Mr. Chairman, I don’t want to

overdo this, but I just want to nake sure that M. Keen
understands that nothing happens with the money that’s in
escrow until this signature situation has resolved. So,
you Wi Il probably need to go back to the Coal Muntain

M ni ng Conpany and talk to them about this agreenent

and...now, they wll probably produce this sanme docunent

and say, well, we have your signature notarized as of
2002. So, I'm not sure where you go from there. But
that’s...but that’s where things are left. We are not

doi ng anything until you all resolve that issue. So, in
other words, as a Board, we don’t do more with it. You

will need to take that upon yourself to do that. So,
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what ever agreenents you all reach at that point, | would
| magi ne can supercede these. 1s that possible to happen?
I guess, I'm asking---.

BRUCE PRATHER Through the Courts.

BUTCH LAMBERT: |f they work their agreenent and

CNX conmes back for an additional...ask for a
di sbursenent, we can proceed.

BILL HARRI S: So, they can actually have anot her

agreenent that supercedes this one, is what I'm saying?

ANI TA DUTY: Sure.

BILL HARRI S: Okay. That’s all.
SHARON PI GEON. But you coul d al so have Coa

Mount ai n come back and ask that this be heard---.

BILL HARRI S: And say you sign this and that’s

it.
SHARON PI GEON:  ---and use this very sane

evidence and say here is a notarized document and that’s
nore persuasive than a non-docunent. So, it could cone
back on that basis as well.

BILL HARRI S: Yeah. Yeah.

BUTCH LAMBERT: Ckay.

BILL HARRIS: But | wanted you to understand the

sort of...it’s still between you all and Coal Mountain to

49



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

resol ve that i ssue.

MARY QUI LLEN: You all have to agree on

what ... how you resolve it?

BILL HARRI S: Because they’re claiming that they

own it regardl ess of whether or not you all say no they

don’t or whatever. They’re claiming---.

DOLORES ESTEP: Right.

BILL HARRIS: ---that they owmn it. Ckay.
DOLORES ESTEP: W under st and.

BILL HARRI S: Okay. We’re moving on. We'’re

calling item number four on the docket. It’s a petition
from CNX Gas Conpany, LLC requesting disbursenent of
funds and aut horization of direct paynent of royalties
from coal bed net hane gas unit V-36, Tract 2C, docket
nunber VGOB-98-0324-0638-04. Al parties wishing to
testify, please cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty. |If

there’s nobody else, i1f these folks could stay because
they’re going to be here on five, six and seven so they
don’t have to move.

BUTCH LAMBERT: Okay. That’s fine.

(O f record discussion.)

BUTCH LAMBERT: You may proceed, M. Swartz.
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ANI TA DUTY

havi ng been duly sworn, was exam ned and testified as

foll ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q

pl ease?

> O >

Q

Anita, would you state your nane for us,

Anita Duty.
Who do you work for?
CNX Land Resources.

And what do you do for themwth regard

to the matters pertaining to this petition?

A

| have prepared the petition and nmake

sure the accounts are in order.

Q

correct?

o > O >» O >

Ckay. This pertains to one tract,

Yes.

Wi ch one?

2C

And it’s unit V as in Victor 36, correct?
Yes.

And after...if the Board approves this
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di sbursenent and direct paynent request, there wll stil
be an escrow account for this...for this unit, correct?

A Yes.

Q And Exhibit 3 pretty clearly...I’'m sorry,
Exhibit A-1 pretty clearly shows that because there’s,
you know, roughly $389, 000 in the escrow account and
you’ re disbursing here, oh, it looks
li ke---.

A This one is a little different.

Q You’ve got two disbursements, but you’re
clearly not disbursing the entire anount, which actually
on the first page of the exhibit is al nost $800, 000,
correct?

A Yes.

Q Ckay. There was a transfer here after a

royalty split agreenent was signed, is that correct?

A Yes.
Q Ckay. And what...what was that transfer?
A Martha Stilwell sold the property to the

trustees of WI derness Tabernacl e.

Q kay. And do we know the date when that
happened?

A August the 2nd, 2007.
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Q Ckay. And is there an effort...before we
get to the docunents, is there an effort to allocate that
royalty noney to Martha Stilwell before the date of the
transfer and to the church after the date of the
transfer?

A Yes.

Q And that’s why we’ve actually got two
spreadsheets here, correct?

A That’s correct.

Q And that’s the whole reason why there are
two or is there sone other reason why there is two?

A No, that’s the reason.

Q kay. And is the request for

di sbursenment predicated upon a royalty split agreenent?

A Yes.

Q Is it a 50/50 agreenent?

A It is.

Q s it in witing?

A Yes.

Q Have you seen it?

A Yes.

Q Ckay. And did you do the work or

supervi se the work necessary to prepare the two
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spreadsheets that are at the back of this agreenent?

A Yes.

Q (kay. And the first spreadsheet, A-1,
deals with the disbursenent to Martha Stilwell, correct?

A Yes.

Q Ckay. And explain to the Board what the

escrow agent should do in that regard?

A In order for Ms. Stilwell to get the
proper paynent, she should receive 1.7612% of the bal ance
as of the date that she sold the property. So, that
would in turn be $13,963.38. That sanme anount shoul d be
paid to Hurt McGQuire. W had to recreate the...as if
not hi ng had ever been di sbursed fromthe account and show
what her paynent woul d have been at the tinme she sold the
property.

Q Ckay. So, there would be a di sbursenent
of an anount ascertain by the escrow agent to both
Stilwell and Hurt McQuire to account for noneys escrowed
on and before September the 30th, ‘07, correct?

A Yes.

Q So, this is a situation where it’s a
number that’s being disbursed, a dollar figure, as

opposed to a percent age?
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A Exactly.

Q kay. And then when we get to the second
spreadsheet what happens there? Wat should the
I nstructions in the order to the escrow agent be?

A Ckay. The paynent from Ms. Stilwell has
to cone out first and then after that, the
remai ni ng...then 4.1345% shoul d be paid each to Hurt
McCQuire and the trustees of the Tabernacle Church based
on the bal ance after the disbursenent.

Q Ckay. And | think you say that in your
spreadsheet if I’'m not mistaken. Let me look back here.

BUTCH LAMBERT: She does.

A Yes.

Q kay. So, the paynent to W derness
Taber nacl e shoul d be cal cul ated using that percentage
that you just nentioned, you subtract the di sbursenent
that was nmade to Stilwell and whatever is |left goes out
to thenf

A Yes.

Q But it starts with a percentage
cal culation to square up that tract?

A Yes.

Q Ckay.
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A And then Hurt McCQuire wll be paid an
anount equal to W/ derness Tabernacle and Martha Stil wel |
as a conbi ned dol | ar anount .

Q Correct. And also are you asking that if
this is approved and the escrow agent nakes the
di sbursenments as indicated that on a going forward basis
you’ re asking permission to pay the church and Hurt
MQuire directly rather than escrowing their funds?

A Yes.

MARK SWARTZ: Okay. That’s all I have.

BUTCH LAMBERT: Questions fromthe Board?
MARY QUI LLEN: Just to clarify, Hurt MQuire

will get a payout that will be total to what was to
W | der ness Tabernacle Church and Martha Stilwell? Is
that---?

ANI TA DUTY: Yes.

MARY QUI LLEN: Oh.

BUTCH LAMBERT: Any further questions fromthe

Boar d?
(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Swartz?

MARK SWARTZ: No.

BUTCH LAMBERT: Do | have a notion?

56



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

MARY QUI LLEN: Mbtion to approve.
BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al nmenbers signify by saying yes, but Katie
Dye.)

BUTCH LAMBERT: (pposed, no.

KATI E DYE: | abstain.
BUTCH LAMBERT: One abstention, Ms. Dye. Thank

you, M. Swartz. That'’s approved.
MARK SWARTZ: (Ckay. Then if you could...M.

Chairman, if you could call five, six and seven maybe
toget her since these folks are all here on those. Do you
have a problemw th that, Pete?

PETER GLUBI AK: I heard you’re going to do five,

Si X and seven because they’re all on that.

MARK SWARTZ: Ri ght .

PETER (_UBI AK: Right. That’s fine.

MARK SWARTZ: That’s what I'm saying.
(I'naudi bl e.)
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PETER G_LUBI AK: Yes.

MARK SWARTZ: |s that okay?
PETER GG_UBI AK: Ri ght.
MARK SWARTZ: Ckay.

PETER (_UBI AK: Five, six and eight.
MARK SWARTZ: Ckay.

PETER Q_UBI AK: That’s fine.

MARK SWARTZ: Do you want to---7

PETER G_UBI AK: Do five, six and eight...why

don’t you do five, six, seven and eight?

MARK SWARTZ: Yeah. Let’s do that. If you

don’t mind.

BUTCH LAMBERT: Ckay.

MARK SWARTZ: Well, we’ll kind of make one trip

her e.

PETER GLUBI AK: Just novi ng us al ong here.

BUTCH LAMBERT: Okay. And then we’ll separate

the parties in between.

MARK SWARTZ: Yeah. There’s quite an overlap.

So, we shoul d be okay.
BUTCH LAMBERT: (Ckay. Calling item nunber five

on the docket. It’s a petition from CNX Gas Company, LLC

requesti ng di sbursenent of funds from coal bed net hane
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unit SLW), Tract 68, 68A, 68B, 68C and 69, docket nunber
VGEOB- 92- 0421-0217-03. Al so, calling docket item excuse
me, nunber six, a petition from CNX Gas Conpany, LLC for
di sbursenent of funds from coal bed net hane gas unit SLW3,
Tracts 49, 50 and 51, docket nunber VGEOB-92-0421-0216-03.

Cal l'i ng docket item nunber seven, a petition from CNX
Gas Company, LLC for disbursenent of funds from coal bed
met hane gas unit SLW7, Tract 31, docket nunber VGOB-92-
0218-0185-04. Also, calling docket item nunber eight, a
petition from CNX Gas Conpany, LLC for disbursenent of
funds from coal bed nmet hane gas unit SLWs, Tract 21,
docket nunber VGOB-92-0218-0184-03. Al parties w shing
to testify, please cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

DOLORES ESTEP: Dol ores Estep. Daddy, they want

your narne.
RALPH KEEN: Ral ph Keen.
JAY C. LAMBERT: Jay C. Lanbert.
DONNA WOODS: Donna Wods.
PETER G_UBI AK: Peter d ubiak for Sara Cathl een

Wade.
BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Ckay.
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ANI TA DUTY

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR SWARTZ:

Q Anita, with regard to these four docket
I tens, have you prepared an Exhibit A for each of the
Itens?

A Yes.

Q kay. And have you used a bal ance as of
the date stated that was provided to you by the DGO?

A Yes.

Q kay. And then have you used your own
paynment records to assess whether or not that bal ance
appears to have caught your paynents?

A Yes.

Q Ckay. Wth regard to docket item nunber
five, it looks |like we have a conbi nati on of reasons for
the petition. We’ve got a final Court order that affects
Sara Cat hl een Wade, correct?

A Yes.

Q And then we have sone split agreenents
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that affect other people?

A Yes.

Q And even if the Board were to approve al
of the escrow. ...or the disbursenent request on docket
itemfive, the escrow account would, | think, remain in
pl ace after these disbursenents, is that correct?

A It woul d.

Q kay. And does Exhibit A accurately
describe the disbursements that you’re proposing on the
one had to Sara Wade as a result of the Court order and
on the other hand as a result of split agreenents?

A Yes.

Q Have you...are these all 50/50 split

agreenent s?

A They are.

Q Have you seen thenf

A | have.

Q (kay. And also in that regard, are you

requesting that in the event the Board approves in whole
or in part these disbursenent requests that you be
all oned to pay people who receive disbursenents directly
in the future?

A Yes.
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MARK SWARTZ: Okay. That’s all I have.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: M. d ubi ak

PETER GLUBI AK: M. Chairman, again, as M.

Swartz indicated, it’s a little bit of mixed bag, but
itens...| think docket itens five, six and eight with
regard to this particular item we have no objection to

t he schedule A that has been provided by Ms. Duty
assum ng the nunbers have been checked and cal cul at ed.

So, we ask that the Board order disbursenents wth regard
to SLM@ Tract 69, SLWB Tracts 50 and 51, SLW Tract 21.
We confer with M. Swartz and Ms. Duty and ask the Board
to approve that disbursenent.

MARY QUI LLEN: Those are all the Sara Wade

di sbur senent s?

PETER GLUBI AK: I’'m sorry?

MARY QUI LLEN: Those are all the Sara Wade---.

PETER GLUBI AK: Those are the Wade...those are

the four different tracts and the four disbursenents for
Wade. | understand M. Keen and his daughter and the
Lanberts have an objection to their split agreenents.

But i nsofar---.
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MARY QUILLEN: R ght.

PETER GLUBI AK: ---as Ms. Wade i s concerned, as

M. Swartz indicated these disbursenents are bei ng made
pursuant to a Court order of the Buchanan Circuit Court.

BUTCH LAMBERT: Ckay. Thank you, M. d ubi ak.

M. Keen, again, are...for the petition, item nunber
five, where you are again listed as one of the owners,
you’re again here to object to that disbursement based
upon not renenbering signing the split agreenent?

RALPH KEEN: Yes, sir.

BUTCH LAMBERT: Ckay.

BRUCE PRATHER M. Chai r man.

BUTCH LAMBERT: M. Prather.

BRUCE PRATHER: I assume that all of Mr. Keen’s

split agreenents would reflect off of this. |In other
words, this is kind of a blanket deal. | think it would
cover everything that Mr. Keen asked, if it’s legal.

BUTCH LAMBERT: Yeah, I don’t know if we have

anyway of knowi ng what areas it covers unless it does
cover all. I guess that’s what Mr. Keen is going to
wor k- - -.

BRUCE PRATHER: Yeah

BUTCH LAMBERT: ---with Coal Muntain to
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pr oduce.

MARY QUILLEN: Well, it says...it states on the

very beginning of the document that it’s the...it covers
all of those properties.

BUTCH LAMBERT: Ckay.

MARY QUI LLEN: The coal bed net hane and the

coal bed gas in Buchanan and Russell County. In certain
areas of Buchanan and Russell County.

BUTCH LAMBERT: M. Swartz, we just discussed

petition nunber five. How about six and---7?

MARK SWARTZ: Well, let’s stay with five and

then we can nove to six. Were we think we are on five
is Sara Wade’s counsel is good with five. Mr. Ralph Keen
and Anna Lambert pieces of the request that we’ve made

for disbursement from five they’re objecting to and I'm
anticipating that we mght just...we mght wound up with
a notion that approves the disbursenent m nus those two

little pieces.

ANI TA DUTY
DI RECT EXAM NATI ON RESUMES
QUESTI ONS BY MR. SWARTZ:

Q Anita, before we nove off of nunmber five.



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

Is this a situation where the escrow agent shoul d use
the percentage that you’ve listed for each party to
cal cul ate the di sbursenent?

A Yes.

Q Okay. And so we don’t have some dollar
figure issue here like we did on the | ast one?

A That’s correct.

Q kay. So, for exanple, if there is a
di sbursenment to Coal Muntain and we hold back the Ral ph
Keen and Anna Lanbert noney you woul d sinply reduce the
Coal Muntain di sbursenment by a percentage equal to that
and then nmake the Coal Mountain disbursenent, correct?

A Yes.

Q And then with regard to Keen...Arnold
Keen or Hale and so forth those nunbers woul d...you would
Just use those as they’re reported?

A That’s correct.

Q Ckay. So, if the Board chooses to
extract those, that’s how it would work. Otherwise, they
woul d just change the exhibit.

A That’s correct.

MARK SWARTZ: Okay. That’s all I have on five

t hen.
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BUTCH LAMBERT: Ckay. Do | have a notion on

nunber five...on petition nunber five?

MARY QUI LLEN: Mbotion to approve di sbursenents

with the exception of Ral ph Keen and Anna Lanbert
hol di ngs.
BUTCH LAMBERT: Ckay. Do | have a second?
BILL HARRI S: Second.

BUTCH LAMBERT: Any further discussion?

(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al nmenbers signify by saying yes, but Katie
Dye.)

BUTCH LAMBERT: Qpposed, no.

KATIE DYE: 1’11 abstain.
BUTCH LAMBERT: One abstention Ms. Dye.
SHARON PI GEON: | have a question about what you

Jjust voted on. Are saying that you’re going to disburse
partial tracts? I mean, there are...that’s what their
di spute is about. That there should be no di sbursenent
fromthose tracts because they are disputing that there
is a split agreement. So, that would mean that you’re

not disbursing to Coal Muuntain as M. Swartz—.
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MARK SWARTZ: Well, we’re disbursing to Coal

Mountain minus 8% basically. I mean, there’s...because
Coal Mountain is adverse to Ralph Keen and it’s 4.0% of
the tract, you would subtract 4.0811 fromthe 20.4054 to
keep that noney. Then you would subtract that sane
percentage again from..so, you would be disbursing
roughly 12%to Coal Muntain instead of 20%to keep that
noney in escrow.

SHARON Pl GEON: What their dispute about is the

noney goi ng to Coal Mbountai n?
MARK SWARTZ: It’s not.
SHARON PI GEON: Then | ms---.

MARK SWARTZ: What I’ve just...what I’ve just

explained is to the extent that M. Ral ph Keen and Coal
Mountain are adverse that money is staying escrow. It’s
4.0---.

SHARON PI GEON: Al of that?

BILL HARRIS: A 100% of that---7

MARK SWARTZ: O that 4...both sides of the

4.0811 because we’re subtracting it from Coal Mountain’s
share. So, Coal Mountain is going to have roughly 12% of
the 20% that we started with because that noney has

to...both sides of that noney have to stay in...| nean, |
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don’t how else to...I mean, that’s---.

MARY QU LLEN: Do | need to amend ny notion to

state that the disbursenent to Coal Mwuntain will include
only those percentages of those people Arnold Keen, Billy
Ray Hal e, Linda Hale, Brenda Waddell and Carl Hal e?

MARK SWARTZ: I didn’t think so. You know, the

way | proposed to the Board was we woul d subtract those
two percentages fromthe Coal Mountain percentage and you
get to the right result and I think that’s what your

noti on was.

MARY QUILLEN: R ght.

MARK SWARTZ: But---.

BUTCH LAMBERT: Unl ess Counsel has further

questions, | think | understand it.

SHARON Pl GEON: Well, I didn’t, but that’s fine.

If you all, that’s...it’s 1in the record how the motion
Is to be interpreted.
MARK SWARTZ: Right. | nean, | think you got it
right. So---.

BILL HARRI'S: That was for five?

BUTCH LAMBERT: That was five, yes. Uh-huh.

Now, item six, which we’ve already called.
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ANI TA DUTY

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR, SWARTZ:

Q I[temsix then...Anita, on itemsix we
again have a final order affecting Cathleen Wade that M.

A ubi ak has already indicated he’s okay with that, okay.

A Uh- huh.  Yes.
Q So, then we are again |ooking at M.
Ralph Keen and Anna Lambert. I’'m assuming we have the

sane obj ection, okay.

A Ckay.

Q So, to make this work...well, let ne
actually show this to you, are the...are M. Ral ph Keen
and Anna Lanbert the only people on this |ist who are
now?

A Ri ght .

Q Ckay. And to make this work then, Anita,
woul d we deduct fromthe Coal Muntain disbursenent from
the 15.3953% i n an anount equal to the Ral ph Keen
percent age and an anount equal to the Anna Lanbert, which

will bring it down by roughly 6% So, from 15 to 9 keep
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both sides of the transaction in escrow?

A That’s correct.

Q And, again, with regard to this unit, did
you receive docunentation fromthe DGO wWth regard to the
bal ance as of the date stated?

A Yes.

Q kay. And you used that to nake your
cal cul ati ons?

A Yes, | did.

Q And in this instance, the escrow agent
shoul d receive instructions to disburse percentages and

not doll ars?

A That’s correct.

Q And adjusted as we’ve just indicated?

A Yes.

Q And lastly, I mean, I think it’s obvious,
but just to cover this, the escrow account will remain in

exi stence after the disbursenent?

A Yes.

Q And...but with regard to peopl e who have
recei ved di sbursenment, with regard to the interest
di sbursed or subjected to the disbursenent are you asking

for the ability to pay themdirectly in the future?
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A Yes.
MARK SWARTZ: Ckay.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbotion to approve disbursenent of

funds to Arnold Keen, Billy Ray Hal e, Linda Hal e Matney,
Brenda Waddel |l and Carl Lee Hal e at the percentage shown
and to Coal Mountain Mning |less the 6.1582% which is
fromthe Keen/Lanbert that the objection is to.

BUTCH LAMBERT: | think you also need to add the
Sara Wade.

MARY QUI LLEN: Oh. 1I’'m sorry. And the Sara

Wade in Tracts 50 and 51 as Court ordered.
MARK SWARTZ: And | think you neglected to name

El i zabet h Anne Just us.
MARY QUI LLEN: Anne M Cowan.

MARK SWARTZ: And you forgot Anne M Cowan.

Okay, we’re good. We’re good. Okay.
BILL HARRI S: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?

(No audi bl e response.)
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BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al menbers signify by saying yes, but Katie
Dye. )

BUTCH LAVBERT: Qpposed, no.

KATIE DYE: 1’11 abstain.
BUTCH LAMBERT: One abstention Ms. Dye. Mving

on to petition number seven, which we’ve already called
into the record.

MARK SWARTZ: Ckay.

ANI TA DUTY

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR. SWARTZ:

Q Anita, with regard to seven, this
Is...there is no judgnent issued here. This is al
royalty split agreenents, right?

A Yes.

MARK SWARTZ: And you’ve given us an exhibit

again wth regard to Coal Muntain and sone of the

Earnest Keen Heirs and I’'m going to assume that Mr. Ralph
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Keen is going to object to this and Anna Lanbert is going
to object. Let nme show ny assistant here the |ist, okay.
Is...are Ral ph and Anna Lanbert the only folks on this

list that are here today?
DOLORES ESTEP: Correct.
MARK SWARTZ: Ckay.

BUTCH LAMBERT: And just for the record, M.

Keen, this one also you are objecting to disbursenent?
RALPH KEEN. Ri ght.
BUTCH LAMBERT: Ckay.

Q Anita, with regard to Exhibit A here, is
the dollar amount that you’re something that you’ve

recei ved fromthe DGO?

A Yes.

Q As of the date stated?

A Yes.

Q Ckay. And you use that anount in nmaking

your percentage cal cul ati ons, correct?

A Yes.

Q Okay. And here we’re talking only about
split agreenents. Have you actually seen thenf

A Yes.

Q Are they all 50/50 agreenents?
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A Yes.

Q And they’re all in writing?

A They are.

Q If...if the Board were to approve the

di sbursenent, but not disburse to Ral ph Keen and Anna R
Lanbert woul d they...would the escrow agent be required
to deduct Ralph Keen’s .051% interest from the .5253% of
Coal Mountain to hold that noney conpletely in escrow?

A Yes.

Q And woul d the Board...would the escrow
agent be required to do the sane with regard to Anna
Lanbert to make sure that both sides of that transaction
were held in escrow as wel | ?

A Yes.

Q But subjected to those two deductions
fromthe Coal Mountain Mning percentage, the escrow

agent could use all of the other percentages?

A That’s correct.

Q At the tinme of disbursenent?

A Yes.

Q And with regard to fol ks receiving noney

and to the extent that they do receive these

di sbursenents, are you asking for an ability to pay them
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directly?
A Yes.
MARK SWARTZ: That’s all I have.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)
BUTCH LAMBERT: Anything further, M. Swartz?
MARK SWARTZ: No.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbotion to approve di sbursenents

to Arnold Keen, Billy Ray Hal e, Linda Hal e Matney, Brenda
Waddel |, Carl Lee Hale, Anna...well, | guess, her nane is
now El i zabet h Anne Justus previously Anne McCowan and
to...at the percentage shown on the spreadsheet and to
Coal Mountain Mning less 0.2102% which is attributed to
t he Ral ph Keen and Anna Lanbert accounts.

BILL HARRI S: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
(AI'l nmenbers signify by saying yes, but Katie
Dye. )
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BUTCH LAMBERT: Qpposed, no.

KATIE DYE: 1’11 abstain.
BUTCH LAMBERT: One abstention, Ms. Dye. M.

Swartz, 1it’s approved. We’ll move on to item number

ei ght, which has already been call ed.

ANI TA DUTY

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR, SWARTZ:

Q And | think nunber eight is nercifully
easy because we have, Anita. This is a final order only?

A Yes.

Q And Sara Wade gets a 100% of the noney
and you’ve expressed the percentage in your Exhibit A
that the escrow agent needs to use to nake that
di sbur senent ?

A Yes.

Q M. d ubiak has signed off on the nmath as
far as he knows today, correct?

A Yes.

Q And, obviously, there’s more money in the

76



account than is being disbursed. So, the account would
need to remain?

A Yes.

Q The balance that you’re using for the
date stated cane fromthe DGO?

A Yes.

Q And are al so requesting that after the
disbursement, you’d be allowed...the operator be
permtted to pay Sara Wade directly?

A Yes.

MARK SWARTZ: That’s all I have.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)
BUTCH LAMBERT: Anything, M. d ubiak?
PETER GLUBI AK: Peter d ubiak on behal f of M.

Wade. W concur
BUTCH LAMBERT: Okay. Anything further, M.

Swartz?
MARK SWARTZ: No.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve di sbursenent to

Sara Wade as Court ordered.
BUTCH LAMBERT: Do | have a second?
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1 BRUCE PRATHER: Second.

2 BUTCH LAMBERT: | have a notion and a second.

3 Any further discussion?
4 (No audi bl e response.)
5 BUTCH LAMBERT: All those in favor, signify by

6 sayi ng yes.

7 (Al menbers signify by saying yes, but Katie
8 Dye.)

9 BUTCH LAMBERT: (Qpposed, no.

10 KATI E DYE: 1’11 abstain.

11 BUTCH LAMBERT: One abstention, Ms. Dye.

12 DOLORES ESTEP: May | ask one question?

13 BUTCH LAMBERT: Yes, ma’am.

14 DOLORES ESTEP: A lot of people that weren’t

15 here today, is there anyway if we have a signed paper

16 fromthemthat we can talk for themthe next tine?

17 SHARON Pl GEON:  No.

18 DOLORES ESTEP: There’s not?

19 BUTCH LAVBERT: No.

20 DOLORES ESTEP: Al right.

21 BUTCH LAMBERT: Thank you, folks. W appreciate

22 your tinme.

23 JAY C. LAMBERT: I’'ve got too for Mr. Asbury.

24
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BUTCH LAMBERT: (Okay. We...we are going to take

a break right now for ten mnutes and you feel free to go
talk with him
(Break.)

BUTCH LAMBERT: We’re calling docket item number

nine, a petition from CNX Gas Conpany, LLC for

di sbursenent of funds to vacate order for coal bed net hane
gas unit V-12 for Tract 1, docket nunber VGEOB-91-0618-
0134-01. Al parties wwshing to testify, please cone
forward

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may continue...proceed, M.

Swart z.
MARK SWARTZ: Ckay.

ANI TA DUTY

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR. SWARTZ:

Q Anita, would you state your nane for us,
pl ease?

A Anita Duty.
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Q And who do you work for?

A CNX Land Resources.

Q And what do you do for themthat pertains
to this docket itenf

A | prepare the disbursenent petition and
make sure the accounts are in order

Q Ckay. This is a disbursenent petition
wWth regard to unit V-12, is that correct?

A Yes.

Q And it’s to disburse funds on hand in
€SCrow...or in escrow pertaining to Tract 17?

A Yes.

Q And if the disbursenent is approved,
there wll be no need to have an escrow account goi ng
forward, correct?

A That’s correct.

Q And also we’re asking that the pooling
orders be dism ssed as well because the unit is a 100%
| eased?

A Yes.

Q Ckay. Wth that in mnd, have you done a
spreadsheet detailing what needs to happen in your

judgnent with regard tot he di sbursenent?
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A | have.
Q Ckay. And is this a disbursenent based

on an agreenent or an order?

A An agreenent.

Q Ckay. Is it a witten agreenent?

A Yes.

Q Have you seen it?

A | have.

Q And is it in general a 50/50 agreenent?

A It is actually a deed of 50% the claim
to the CBM

Q Okay. So, it’s a deed that makes a 50/50

agreenent ?

A It is.

Q Ckay. Did you obtain an anmount on
deposit fromthe DGEO?

A | did.

Q And as of the date stated is that the
amount you’ve reported on Exhibit A-17?

A Yes.

Q Ckay. Have you then done sone percentage
calculations with regard to the oil and gas site?

A Yes.
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Q And what’s the explanation for the two
di sbursenents as opposed to one?

A It’s actually a trust that is owned by
the Morgan Living Trust is five-sixth and the Nanen
Morgan Trust is a one-sixth interest.

Q kay. So, if this disbursenent request
I s approved the escrow agent should pay 50% of the anpunt
on deposit at the tinme the checks go out to Harrison-
Watt, LLC, correct?

A Yes.

Q And then two percentages which total the
other 50%to the Mdrgan Living Trust and Nanen J. Morgan

Trust, is that correct?

A Yes.

Q And then that would zero out the account?
A It woul d.

Q And then...and then the order would be

di sm ssed so you could pay these folks directly in the
future?

A Yes.

MARK SWARTZ: That’s all I have.

BUTCH LAMBERT: Any questions fromthe Board?

KATI E DYE: M. Chairman, | have a---.
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BUTCH LAMBERT: M's. Dye.

KATIE DYE: ---for M. Asbury. Since these
accounts were reconciled Ii ke on 9/30/10 has there been
audit fees taken out since then?

DAVI D ASBURY: It’s likely that there has been,

yes.
KATI E DYE: So...so, this balance would be

di fferent going out unless there has been nore noneys

comng in?

DAVI D ASBURY: The bal ance is dynamc. There

are funds comng in both from paynents by operators,
I nterest cone and cost of audits going out in escrow
fees. So, that is only an estinmate. Wen we prepare the
di sbursenent order we only reflect the percentage at that
tinme and then the escrow agent disburse based on its nost
recent and | ast market value of the escrow

KATI E DYE: Thank you. That explains it.

MARK SWARTZ: Well, sort of. Anita?

ANI TA DUTY: Well, we tried to put over here in

t he upper |efthand corner that another reason for the
vacate is if the paynents for this particular interest is
t he paynent of the V-8, SG@J3 account. So, this...this is

Just really one of the underlying units that we’re trying
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to payi ng out.
KATI E DYE: Thank you.

ANI TA DUTY: There won’t be any deposits in

this.
BUTCH LAMBERT: Any ot her questions fromthe

Boar d?
(No audi bl e response.)

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbotion to approve.
BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al nmenbers signify by saying yes, but Katie
Dye. )

BUTCH LAVMBERT: Qpposed, no.

KATIE DYE: 1’11 abstain.
BUTCH LAMBERT: One abstention Ms. Dye.

Cal l'ing docket item nunber ten, a petition from CNX Gas
Conmpany, LLC for disbursenent of funds from coal bed

nmet hane gas unit W10, Tracts 1, 2, 4 and 7, docket



1 nunber VGOB-91-0430-0109-02. Al parties wishing to
2 testify, please cone forward.

3 MARK SWARTZ: Mark Swartz and Anita Duty.

4 BUTCH LAMBERT: You may proceed, M. Swartz.
5 MARK SWARTZ: Thank you.

6

7 ANI TA DUTY

8 having been duly sworn, was exam ned and testified as
9 follows:

10 Dl RECT EXAM NATI ON

11 QUESTI ONS BY MR SWARTZ:

12 Q Anita, state your nanme for us, please.

13 A Anita Duty.

14 Q Who do you work for?

15 A CNX Land Resources.

16 Q And what do you do for thempertaining to

17 this application?

18 A Prepare the petition and nmake sure the

19 accounts are in order.

20 Q Ckay. |Is this a partial disbursenent and
21 will the escrow account need to be maintained after it

22 occurs?

23 A It is partial and yes it wll.

24
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Q kay. This pertains to WO, correct?

A Yes.

Q And Tracts 1, 2, 4 and 7, is that
correct?

A That is correct.

Q Is the reason for the disbursenent a

royalty split agreenent as opposed to an order?

A Yes.

Q And is that split agreenment in witing?
A It is.

Q Have you seen it?

A Yes.

Q Is it a 50/50 agreenent?

A Yes.

Q D d you obtain an account bal ance from

the DGO with regard to this escrow account ?

A | did.

Q And is that reported as of the date
stated on Exhibit A-1?

A Yes.

Q And did...and have you al so reported on
Exhibit A-1 the percentages that the escrow agent shoul d

use for the four tracts and the people receiving the
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di sbursenments shoul d use when the di sbursenents are nmade?

A Yes.

Q And t hese percentages shoul d be applied
by the escrow agent to the bal ance on deposit at the tine
t he di sbursenent is nade?

A Yes.

Q And with regard to Tract 1, what
per cent age should Harrison-Watt, LLC receive?

A 40. 2170%

Q And then the other 50%..or the other 40%
and change should go to the Mdrgan Living Trust in what

per cent age?

A 33.5142%

Q And the Nanen J. Morgan Trust?

A 6. 7028%

Q kay. And with regard to Tract 2, what

are the percentages that the escrow agent should use?
A Harrison-Watt, LLC 3.0235% Mbrgan
Li ving Trust 2.5196% and the Nanen J. Morgan Trust
0. 5039%
Q Wth regard to Tract 47
A Harrison-Watt 6.6021% and CNX Gas
Conpany 6. 6021%
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1 Q And lastly Tract 77

2 A Harrison-Watt 0.0166% and Rachel Cook

3 0.0166% al so.

4 Q And if these disbursenents are approved
5 and nade, are you requesting that the operator be allowed
6 to pay these folks wth regard to the interest described
7 on Exhibit A-1 directly rather than escrow ng noney for
8 themin the future?

9 A Yes.

10 MARK SWARTZ: That’s all I have.

11 BUTCH LAMBERT: Any questions fromthe Board?

12 (No audi bl e response.)

13 BUTCH LAMBERT: Do | have a notion?

14 MARY QUI LLEN: Motion to approve.

15 BRUCE PRATHER Second.

16 BUTCH LAMBERT: | have a notion and a second.

17 Any further discussion?

18 (No audi bl e response.)

19 BUTCH LAMBERT: All those in favor, signify by

20 saying yes.

21 (AI'l nmenbers signify by saying yes, but Katie
22 Dye.)

23 BUTCH LAMBERT: (pposed, no.

24
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1 KATI E DYE: 1’11 abstain.

2 BUTCH LAMBERT: One abstention Ms. Dye. Thank

3 you, M. Swartz. It’s approved.

4 MARK SWARTZ: Thank you.

5 BUTCH LAMBERT: |tem el even on the docket is a

6 petition from CNX Gas Conpany, LLC for disbursenent of

7 funds and to vacate an order for coal bed net hane gas unit
8 U 12, Tracts 2 and 4, docket nunber VGOB-91-0430-0107-01.
9 Al parties wishing to testify, please cone forward.

10 MARK SWARTZ: Mark Swartz and Anita Duty.

11 BUTCH LAMBERT: You may proceed, M. Swartz.

12 MARK SWARTZ: Thank you.

13

14 ANl TA DUTY

15 havi ng been duly sworn, was exam ned and testified as
16 foll ows:

17 DI RECT EXAM NATI ON

18 QUESTI ONS BY MR SWARTZ:

19 Q Anita, state your nanme for us, again.
20 A Anita Duty.

21 Q Who do you work for?

22 A CNX Land Resour ces.

23 Q And what do your...what duties, if any,
24
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do you have with regard to this m scel |l aneous petition?

A To prepare the petition and nmake sure the
accounts are in order.

Q Ckay. WII...if granted, will this
petition close the escrow account ?

A Yes.

Q And wll this petition, if granted, also
in closing the escrow account allow the Board to di sm ss

the pooling order because it’s a 100% leased at this

j uncture?

A It will.

Q kay. This application pertains to unit
U 127

A Yes.

Q Tracts 2 and 4 in that unit?

A Yes.

Q And have you prepared an Exhibit A-1 wth
regard to that?

A | have.

Q D d you use a bal ance obtained fromthe

DGO that’s reported on Exhibit A-1 as of the date stated?
A Yes.

Q Ckay. Have you descri bed the percentages
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that the escrow agent should use at the tine the
di sbursenent is made to cl ose out these two tracks?

A | have.

Q kay. Wth regard to Tract 2, what
per cent ages?

A Harrison-Watt, LLC 24.1146% and the sane
two Garden Realty Corporation.

Q Wth regard to Tract 47

A Harrison-Watt 25.8854% the Mrgan
Living Trust 21.5712% and then the Nanen J. Morgan Trust
4.3142%

Q And after those disbursenents are nade,
you’ re requesting the order be dismissed?

A Yes.

MARK SWARTZ: That’s all I have.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve.
BRUCE PRATHER Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?

(No audi bl e response.)
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BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al nmenbers signify by saying yes, but Katie
Dye.)

BUTCH LAVBERT: (pposed, no.

KATI E DYE: 1’11 abstain.
BUTCH LAMBERT: One abstention Ms. Dye. Item

nunber twelve is a petition from CNX Gas Conpany, LLC for
di sbursenent of funds and to vacate order from coal bed
met hane unit...gas unit X-11, Tracts 3A, 3B and 3C
docket nunber VGOB-90-0906-0017-01. Al parties w shing
to testify, please cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, M. Swartz.

ANI TA DUTY

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR. SWARTZ:

Q Anita, could you state your nane for us,
agai n?

A Anita Duty.
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Q
A

Q

Who do you work?

CNX Land Resources.

And what do you for themthat pertains to

this m scel |l aneous petition?

A

| prepare the petition and nmake sure the

accounts are in order.

Q

Wth regard to this application, it

pertains to unit X-11, right?

A
Q
3C?
A
Q
t he Board, what
A

Q

Yes.

And three tracts identified as 3A, 3B and

Yes.

And if the disbursenent is approved by

it zero out the escrow account bal ance?

It will.

And after that occurs is the unit a 100%

| eased and could the order be di sm ssed?

A
Q
Exhibit A 1?
A
Q

Yes.

Ckay. Have you prepared a di sbursenent

Yes.

When you did that,

that you were provided by the DGO?
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A Yes.

Q And as of the date stated?

A Yes.

Q And is this another instance where the

escrow agent shoul d use percentages?

A Yes.

Q kay. Wth regard to Tract 3A, what
percentages for each of the parties receiving a

di sbur senent should the Board use?

A For Harrison-wWyatt, it’s 41.0704% For
Dorlis Cook 20.5352% and Aaron Dorlis Cook 20.5352%

Q Tract 3B?

A For Harrison-Watt 4.7042% Morgan Living

Trust 3.9202% and t he Nanen Mrgan Trust 0.7840%

Q And |l astly, Tract 3C?

A Harrison-Watt 4.2254% and Rachel Cook
4.2254%

Q And, again, after those disbursenents are

made are you requesting that the order be vacated or
di sm ssed?

A Yes.

MARK SWARTZ: That’s all I have.

BUTCH LAMBERT: Questions fromthe Board?
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(No audi bl e response.)

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbotion to approve.
BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and second. Any

further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al menbers signify by saying yes, but Katie

Dye. )

BUTCH LAMBERT: (pposed, no.

KATI E DYE: 1’11 abstain.

BUTCH LAMBERT: One abstention Ms. Dye. Thank
you, Mr. Swartz. It’s approved.

MARK SWARTZ: Thank you.

BUTCH LAMBERT: Calling item thirteen. It’s a

petition from CNX Gas Conpany, LLC for disbursenent of
funds from coal bed net hane gas unit X-10, Tracts 2A, 2D
and 2E, docket nunber VGOB-90-0905-0014-01. All parties
wi shing to testify, please cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

BUTCH LAMBERT: You may proceed, M. Swartz.
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MARK SWARTZ: Thank you.

ANI TA DUTY

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR, SWARTZ:

Q Anita, this application pertains to X-10,
right?

A Yes.

Q And your nane agai n?

A Anita Duty.

Q Who do you work for?

A CNX Land Resources.

Q And what...what do you do in your job
that pertains to these m scell aneous petitions?

A Prepare the petition and nmake sure the
accounts are in order

Q kay. And this is a disbursenent request
with regard to three tracts that are identified in the
caption, correct?

A Yes.

Q And w Il the escrow account remain and be
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required to remain after these disbursenents are nade?

A
Q
A
Q

It will.
So, these are just partial disbursenents?
Yes.

kay. Are these disbursenents based on a

royalty split agreenent?

A

o > O >» O > O

A-1?
A.
Q

Yes.

s that agreenent in witing?
It is.

Have you seen it?

Yes.

Is it a 50/50 agreenent?

Yes.

Have you prepared a di sbursenent Exhi bit

Yes.

The bal ance that you use...the account

bal ance as of the date stated in that exhibit, was that

sonet hi ng you obtai ned fromthe DGO?

A.
Q

Yes.

Have you seen stated on Exhibit A-1 the

percent ages that the escrow agent should apply to the

bal ance on deposit at the tinme the disbursenents are nade
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i n calculating the anounts?

A Yes.

Q And for Tract 2A, who receives what
per cent age?

A Harri son-Watt, LLC and CNX Gas Conpany,
LLC wll both receive 7.9898%

Q Wth regard to Tract 2D?

A Harrison-Watt, LLC and Rachel Cook
shoul d each receive 17.9132%

Q And lastly, with regard to Tract 2E, who
recei ves the funds and in what percentages?

A Harrison-Watt, LLC 3.3017% and Dorlis
Cook 1.6509% and Aaron Dorlis Cook 1.6509%

Q Ckay. And are requesting that after
t hese di sbursenents are nmade the fol ks listed on Exhibit
A-1 with regard to the tracts identified that you be
al l owed. ..that you, as an operator, be allowed to pay
themdirectly rather than escrow ng?

A Yes.

MARK SWARTZ: That’s all I have, Mr. Chairman.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Do | have a notion?
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MARY QUI LLEN: Mbtion to approve.
BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al nmenbers signify by saying yes, but Katie

Dye. )

BUTCH LAMBERT: (pposed, no.

KATI E DYE: 1’11 abstain.

BUTCH LAMBERT: One abstention Ms. Dye. Thank
you, Mr. Swartz. It’s approved.

MARK SWARTZ: Thank you.

BUTCH LAMBERT: Item fourteen on the docket is

the Board on its own notion will receive testinony and
reconsider its prior approval of a petition for
establ i shnent of unit and pooling horizontal coal bed
met hane unit CC38, docket nunmber VGEOB-10-1019-2825. Al
parties wishing to testify in this matter, please cone
f orward

MARK SWARTZ: Mark Swartz and possibly Les

Arrington.
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BUTCH LAMBERT: Are you just going to wait on

himor---?

MARK SWARTZ: I’'m not sure I need him, but you

never know.

BUTCH LAMBERT: Ch, okay. Keep himin reserve.

| understand this was a docket
Novenber .
MARY QUI LLEN: Yes.
BUTCH LAMBERT: And---.

itemthat came up back in

MARK SWARTZ: |t was approved in Novenber.

BUTCH LAMBERT: It was approved in Novenber.

Ms. Quillen, | probably need your help on this one---.

MARY QUI LLEN: Ckay.

BUTCH LAMBERT: ---Since we weren’t here.

MARY QUI LLEN:  Un- huh.

BUTCH LAMBERT: M. Asbury, would you |ike

to---7?

DAVI D ASBURY: Sure.

BUTCH LAMBERT: | think you had a handout for

us.
DAVI D ASBURY: | do.
BUTCH LAMBERT: Are all

DAVI D ASBURY: Yes.

100

of these the sane?
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BUTCH LAMBERT: Sorry.

DAVI D ASBURY: That’s okay.

BUTCH LAMBERT: You have to tell ne...give ne

I nstructions.

DAVI D ASBURY: The issue regarding unitization

have been brought before the Board by a nunber of
operators. The idea of utilizing a |length of horizontal
unit or a length of the drilling unit to pay parties and
t he acreage was agai nst what the Board had approved on
two ot her occasions by two other gas operators. The
exhibit that I’ve presented just shows that...I’1l1 let
Ms. Quillen get hers. The one I’'m speaking fromis this.
This exhibit. On two prior occasions the Board had
approved drilling units that had been designed based on
other coal field units either 60 acres or 80 acres and
the idea that the interior lines remained is different.
When a unit is decided upon, the interior |ines go away
and a unit becones a unit. Statute then requires us to
pay individuals in that unit based on their acreage
proportionate share of whatever unit that you approve.
That was...as | read it, and it may be...as | read the
transcripts, when this unit was approved, the Board

considered the length of the |lateral in each of the
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smaller units as far as its royalty distribution to its

owners. So, that...that’s the issue in a nutshell.

MARY QU LLEN: And that was a m stake that |

made. Because this was an unusual one, it just went over
ny head. Wat we need to do nowis that we have to go
back to | ook at those owners and that unit and not in the
I ndi vidual ...as the individual legs, but the total unit,
correct?

DAVI D ASBURY: That’s my understanding. Ms.

Pi geon?

SHARON PI GEON: That is correct.

MARK SWARTZ: Well, at some point, I’'m going to
have an opportunity, | assune, to sort of explain that

there are sone other options.

BUTCH LAMBERT: Ckay.

MARK SWARTZ: But | want to be sure that M.

Asbury is done before | do it.
DAVI D ASBURY: My...ny only effort here is to

bring to the Board’s attention that there were other

argunents by other gas operators and for consistency of
approval of units and allocation of royalties that once
you decide that the unit is correct and the unit can be

what ever the gas conpani es decide with you and that you

102



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

approve. Wen the unit is approved, then the allocation
of royalties inside that unit is then by statute and it’s
based on acreage proportionate share in a unit. Now,
there are other issue sonetines and this was brought up
by ot her gas conpanies. The background of a new
hori zontal unit can be the original coalfield units, the
58 acre or the 80 acre or those individually. Those, the
desi gn based on the original plats, probably is hel pful
to the accounting part or helpful to the permtting fol ks
or the land folks. In prior neetings, it was deci ded
that once the unit was deci ded upon by the Board no
matter what its size, shape or acreage, then all of the
folks in the approved unit then would share based on
their acreage proportionate share of the unit that was
approved by the Board. That’s all I have.

BUTCH LAMBERT: | think fromwhat | hear is that

we need to back up and rel ook at what was approved and
reconsider that approval based upon other petitions we’ve
had before the Board of where we have |istened to those

arguments but we didn’t accept them. We kept a unit---.

DAVI D ASBURY: As a unit.

BUTCH LAMBERT: ---as a unit, okay.

BRUCE PRATHER: M. Chairnman, can | make a
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st at enent ?

BUTCH LAMBERT: M. Prather.

BRUCE PRATHER | tell you what ny feeling has

been on these units and that is that we have statew de
units that are already accepted. What we’re doing here,
we’ re changing the unit interior...interior of large
tracts. Basically, as far as I’'m concerned, I don’t see
any reason to change the units from what we’ve had
previously. Al we have to do is give a variance to the
operator that he can drill over in the other unit

I rregardl ess of what the shape of the thing is. | would
prefer doing that than changing the shapes of these
units. W can give a variance over into the next unit.
That will take care of it. W stay the statew de

spaci ng.

BUTCH LAMBERT: M. Swartz, would you like to

expl ai n what you’ve handed out?

MARK SWARTZ: Right. But | would like to have a
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preference to that. CNX has |essors in these units. The
reason that we’re kind of quarreling with...with...
revisiting the allocation process is there is a pretty
dramati c delusion of royalty interest if you allocate the
production fromthese two |l egs to 320 acres on an equal
basis. The spreadsheet that | gave you, | think is the
place to start to show what I’'m talking about in terms of
delusion of royalty interest. |f you |ook... they’re
basically three methods that I’ve considered in this
spreadsheet and I’ve used, you know, a ruler and a

cal culator. So, you know, the nunbers are approximtely
correct, but I wouldn’t want to be paying royalty based
on them But this is toillustrate three ways to do it.
When this was pooled last fall, we used the four Oakwood
units that have...that are already on the grid, but we

al l ocated the production to those four units based on the
f oot age of each of the legs...the production legs in the
various units. If you look at... the first one that I’'ve
got here is allocation of production by feet of well,
you’ll see that unit CC-38 would get 6.12% \at M.
Asbury is suggesting you do is give those fol ks 25%
That’s allocation of production by unit. An alternative

method...a third nmethod would be to change the size of
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the unit and...which would...which would serve to dilute
the acreage less. The map that | gave you, | sinply took
a pencil and drew several lines on that to show you
what...to give you an exanpl e of what changing the size
of the unit would do to the royalty problemthat |
perceive is going on here. Basically, there is a line
not quite through the mddle of the top unit and | woul d
make that the northern boundary. On the south in
unit...in the bottomunit, the CC 38 unit, there’s a line
Just...well, it’s actually between the two holes, but
it’s south of the production hole. I would propose that
that be the unit boundary. Then comng over in the unit
to the right there’s a second line sort of parallel to
the leg and that’s the piece of that unit that I'm
catching just for...to illustrate the exanple. And
basically what I’'ve done in the third example is I’ve
gone froma 320 acre unit, which is four 80s, down to a
142 acre unit and then allocated royalty based on those
acreages and basically to conpare here if you just stay
with CG38, C38 on a production allocation by feet of

| eg, they would get 6.2...6.12% By just allocating
equally to the four units 25% By changing the size of

the unit to a 142 acres to approxi mate drai nage areas,
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their percentage would go to 10.56. Now, to show you
what I'm talking about in terms of delusion of interest,

I f you | ook at BB-38 an allocation of production by feet,
they’re at 67%. Allocation after acreage adjustnent they
at 56% If you do what M. Asbury is doing and what you
all have done historically, they are 25% So, you have
essentially shifted acreage fromthe unit that have the
majority of the production to other units. | just...you
know, froma correlative rights standpoint, | know there
are reasons on both sides of this. But, you know, | wll
say that, you know, for an owner in, you know, the Mddle
unit...you know, the BB-38 unit, you know, there is a
very traumatic effect on their royalty interest.
And...and...you know, I’'m suggesting to you that a way to
do rough justice here wi thout too nuch del usi on of
royalty is either pay on a production basis by allocating
it by the feet of the well because these are horizontal
well's again now. But by the horizontal feet in each
unit, which is exanple one, or to allow the operators to
shape and size the unit in a way that reduces the acreage
to an acreage that |l ooks like it nore closely resenbl es

t he actual drainage pattern produced by the well. Now,

the reason that we cane...|l can only speak for CNX. But
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the reason that we cane to you with four 80 acre units in
our application is because we have historically had quite
a bit of push back fromyou. W have been here in the
past wth units that |ook Iike, you know, the draw ng
that I’'ve given you today where I’ve taken a piece of the
northern unit, a piece of the southern unit and a piece
of the unit off to the...that would be the east, | guess,
to get the acreage down to a nunber that nore arguably
approximates the drainage so that we don’t have the
delusion interest. But we’ve gotten a real...a very hard
push back from Mr. Asbury’s office, don’t submit things
like that because, you know, they’re unlikely to be
approved. Sonetines...you know, since I haven’t...I
don’ t represent the other operators and I’'m not
always...I don’t...you know, I like you guys, but I don’t
hang around for their presentations if | can avoid it,
you know, so...and I’'m not always sure what has happened
when this has happened. But | felt like this was a
problem..a potential problemand | wanted to illustrate
for you all the fairly dramatic affect just a bl anket
pronouncement that we’re going to go with 80 acre units
that were designed for vertical wells and we’re going toO

apply that. | wll say that, you know, there is not
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title issue from our standpoint. You know, it’s not any
harder for us to do this work, you know, to have a

di fferent shape of unit. Fromthe standpoint of having

| essors in these units and having sone obligation to
bring it to your attention, there are other ways to do
this that would, you know, protect them | think, a
little better. You know, that’s the other reason that
we’re here. But you do have some options. I will say
that an allocation by feet of well in a unit is sonething
that you could do by the sinple statenent in an order.

| f you approved...if the order you enter based on the
Novenber hearing sinply said, we are going to allocate
production fromthe well based on the footage of the

hori zontal legs in each unit as follows to each of the
Cakwood 80s you woul d acconplish the top exanple. |If you
simply say that you’re creating a 320 acre unit and
you’re going to allocate production, then you want to
cross the statutory problemthat M. Asbury identifies.
The statute says that if you create a unit, you have to
all ocate equally to everybody in that unit. So, if you
all ocate the production to the 80 acre units, then you
can do that. |If you allocate the production on a footage

basis to a 320 acre unit, you can’t do that. I guess,
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sort of a conprom se position, and this is the | ast
observation that I would have, if you use the first
allocation method, the one at the top, what you’re doing
there is you’re keeping a 320 acre distribution mechani sm
and the people south of this line will receive sone
noney. The people north of this line will receive sone
noney, but it will be allocated in such a way that you
are not depriving the people in this unit of
substantial...substantial royalty noney that they would
otherwi se be entitled to. Essentially, 32% of the
royalty goes away for these folks, I mean, that’s
the...you know, if you just allocated the way you’re

tal king about doing it. | wll tell you since we do not
recei ve royalty noney except in those instances where we
are an owner, and I don’t think that’s an issue here,
but, | mean, occasionally CNX does own the royalty

I nterest, but, you know, ny push back is sinply to be
sure that you understand you have sone option and that a
consequence in this situation of trying to spread the
royalties over a |large acreage that there is actually,
you know, some benefit to people for that, but there’s
also some detriment that’s pretty substantial I think

here. I just wanted you to know that you’ve got some
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option that we are resisting an allocation which does not
either allocate by feet of production hole or by allow ng
us to resize this unit to neke it a little smaller. |
nmean, those are...either one of those would be our
preference. (Qobviously, you know, if you go with option
three, we’ve got to come back with a new map. But...so,
in suml wanted to be certain that for argunents that we
were sure that you understood your options. That you
under stood that we had sone heartburn with regard to
a...to what you’ve done to other operators in terms of,
you know, making a decision that this is the appropriate
way to go. With that, you’ve got the exhibits and you’ve
got sort of a theory and I'1ll...we’re done.

MARY QUI LLEN: Well, | believe at the

Novenber...when we, you know, first addressed this item
because of the odd shape | think we were |ooking at it as
80 acre units rather than...even though it was a
horizontal unit. I believe that’s where we kind of---.

MARK SWARTZ: And you can do that is what I’'m

saying. | nean, if you---.

MARY QUILLEN: ---lost sight of what the

statute says.

MARK SWARTZ: Well, if you allocate the
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production to each of the units, you can do exactly what
you did. So, if you allocate...you know, if you say in
your order that you allocating the production fromthis
well to these four 80 acre units on the foll ow ng basis,
| think you can do that.

MARY QUI LLEN: But because it is in...you can

folks correct nme on this. Because it is a horizontal
unit that covers the 380 acres---.

MARK SWARTZ: 20.

BRUCE PRATHER 320.

MARY QUI LLEN: Ch, excuse ne.

MARK SWARTZ: That’s okay.

MARY QUI LLEN: 320 acres in the horizontal, it’s

hard to differentiate between the...what is a unit...a
hori zontal unit traditionally as far as out statute is
320 acres and then the 80 acre in...that are established
in this field.

MARK SWARTZ: (Ckay. Horizontally you can...you

can nmake a hor...the Board can nmake a horizontal unit any
size it wants. You could have a 100 acre hori zontal

unit, an 80 acre, 600 acre horizontal unit. The reason
peopl e have been showing up in front of you with these 80

acre units put together is because essentially we’re
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being told by the Board and M. Asbury to sone extent,
you need show up with units that ook Iike that. The
reason that I'm here today is I'm just sort of saying
maybe we need to think about whether or not it would be
nore appropriate that horizontal units be tailored nade
to what the legs look like. That’s the point of my
presentation today.

MARY QUI LLEN: Have nore discretion on the shape

of it.
MARK SWARTZ: The Board...actually you have

di scretion---.

BRUCE PRATHER: Yeah

MARK SWARTZ: ---and maybe---.

MARY QUI LLEN: But we have not exercised that.

BRUCE PRATHER: The one...the one thing about

what you’ve presented here, Mr. Swartz, it |ooks to ne

| i ke what | said previously that we can give you a
variance outside of this unit to drill that |ateral

| ength as long as you want to nmake the thing. It | ooks
to me like what you’ve done here for us is this isn’t
going to be an accounting procedure for these wells that
are outside the 320. So, as far as I’'m concerned, we

still are still within the 320 and we’re just allowing
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you to drill out of the thing on a variance. It’s up to
you to conme up with the accounti ng.

MARK SWARTZ: But you have to...but M.

Quillen’s point 1is, you can’t create a 320 acre unit and
just leave it at that, which i1s also Mr. Asbury’s point
because- - -.

MARY QUI LLEN: Uh-huh. Right.

MARK SWARTZ: ~---if you create a 320 acre unit,

we can’t...the statute prevents us fromallocating this.
So, what you’ve got to do is...sort of what you’re

saying is allocate the production fromthis well in this
unit to four units. If you do that, we’re good to go, if
you feel like that’s the fair way to go, I mean. But
I’'ve just...I just wanted you to know, that’s an option.
That changing the size or shape of the unit is an
option. But | really think just picking four units and
dividing it by four between these four is not the way to

go.
BRUCE PRATHER: Well, it doesn’t fit the length

of these laterals. That’s what the problem is.

MARK SWARTZ: Tt...it...it doesn’t look good in

relation to the shift to where the drainage is com ng

from correct.
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BRUCE PRATHER: Yeah. But like | say, it |ooks

to me like, you know, we’re kind of talking about two
things. What I’d like to see the Board to do would be to
stay within these 320 units as nuch as you can and you
use variances over into these others and it’s up to you
to use the accounting to take care of whatever that
royalty interest is. |If you think that’s a fair way to
do it, that’s fine with me.

MARK SWARTZ: Yeah, | mean, as |ong as you get

closer to a rough justice royalty nunber---.

BRUCE PRATHER: Yeah

MARK SWARTZ: ~---and | know that Ms. Pigeon is

such a fine | awer that she could craft an order that
al l ocated production fromthe well in that unit to these
four units and | eave these four units intact.

BRUCE PRATHER: Yeah

MARK SWARTZ: But you have to do that. You

can’ t---.

SHARON PI GEON: I’'m on Mr. Asbury’s side of this

argunent. So, ny order---.
MARK SWARTZ: Yeah. But you work for the Board.

So, if the Board told you to do it, | bet...l bet you

coul d.
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SHARON PI GEON: | woul d probably need your draft

to work from

MARK SWARTZ: But I just...this is...it’s Jjust I

wanted to...because ny experience with you all is you

tend to do the right there if you know you have opti ons.
Your right thing isn’t always my right thing. But, you
know...but I wanted you to know that you’ve got some

choi ces here. Wen you |l ook at this, sone of the

choices, | think, look a little nore appealing than where

we'’ ve been.

BRUCE PRATHER: Yeah

MARY QUILLEN: And | certainly agree wth you.

Doi ng that equal allocation is not---.

MARK SWARTZ: It doesn’t look good.

MARY QUILLEN: ---protecting correlatives right

of those folks in that one unit where the major
production is comng from So---.

BILL HARRI'S: But, you know, as | read the

statute, and this is probably...l think this is maybe
what we’re arguing about. The statute, “All gas owners
within a unit share on an average proportional basis of
gas produced from the unit.” So, what we’re doing is

proportioning out the gas produced fromthe unit. |
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mean, is that what we’re saying that you guys---7?

BUTCH LAMBERT: Well, I don’t think that’s---.

BILL HARRIS: ---that everybody is |ooking at

| at eral | engths?

MARK SWARTZ: No. The statute says---.

BILL HARRIS: If there are four---.

MARK SWARTZ: ---everybody in a unit---.

BRUCE PRATHER: Yeah

MARK SWARTZ: ---nust receive the sane piece

for each acre, okay. That’s what the statute says. |If
you create a unit that is not 320 acres, if you say we
are allowng you to drill this well in this unit but
we’re requiring you to allocate the production from that
well as follows anong these four Cakwood units, you go to
nunber one and you get where you need to be.

BUTCH LAMBERT: I don’t read it that way.

SHARON PI GEON: Me nei t her.

MARK SWARTZ: If you’re not comfortable with

that and you feel like you need to create one unit, okay,
then you’re at example three. So, if the argunent is
we’re not comfortable allocating horizontal production on
a per foot basis to four units then your alternative to

get to a rough justice outcone, at least in ny view, is
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to resize this unit to neke it smaller.

BRUCE PRATHER: Mr. Chairman, I’ve got a...the

big problem that I’'ve got with changing the size of these
units 1s 1it’s not necessarily internally within your
acreage block. Wiere | run into problens with this thing
Is when | get to the boundary...when you run up agai nst
somebody else’s property and you start having these
rectangul ar units and things, all of sudden we run into a
probl em because the peopl e adjacent to you are using
these square units and here you’re using rectangles and
that’s a...I mean, I’'m just looking down the road as to
what kind of a problem we might get into. That’s why I
like---.

MARK SWARTZ: Well, | guess---.

BRUCE PRATHER  ---the variance thing. That

way | know | can stay in ny squares and | just give you a
variance into the next unit and then you can figure up
the royalty on your own.

MARK SWARTZ: Wl ---.

MARY QUI LLEN: And protect the correl ative

rights of those folks that---.
BRUCE PRATHER: Yeah

MARY QUILLEN: ---you’re getting a variance.

118



© 00 N o o b~ w N P

I =
N B O

13
14
15
16
17
18
19
20
21
22
23
24

MARK SWARTZ: Right. What it does...but, you

know, you’ve got...for you to do what you’re talking
about doing, you’re going to have to tell them we can do
this, okay, because you’re getting some push back
conceptually. They’re saying, no, you can’t allocate
production to four units and you’re saying I think we
can. | nmean...so, if you can’t get on all of you on the
sane, you know, vehicle on that---.

BRUCE PRATHER: Yeah, | understand...

understand what you’re talking about.

MARK SWARTZ: ---than your alternative really is

we need to create a snmaller unit that approximates the
drai nage area of this actual well, which then causes the
problems that you’re concerned about. I will tell you
that I'm less concerned about those kinds of issues
because you can overlap units and pay royalty tw ce.
mean, we’ve done that in the past. SO, | guess, wth
regard to these horizontal units I'm less concerned
about, you know, overl apping corners and intersections
and people in those pieces actually receiving royalties
for the sane acreage fromtwo different horizontal wells.
So what, you know, that’s a good thing.
BUTCH LAMBERT: But, M. Swartz, what we have...
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what we have approved in Novenber is not four units.

MARK SWARTZ: I know. But what I’'m saying is we

need to---.

BUTCH LAMBERT: Now, you have one...one unit

approved and you keep---.

MARK SWARTZ: And I'm---.

BUTCH LAMBERT: ---you keep separating out we’re

paying from four units, but we’re not paying from four
units. We're---.

MARK SWARTZ: No, no. I'm not...I’m not...I’m

not - - -.

BUTCH LAMBERT: ---from one unit that’s---.

MARK SWARTZ: ---fighting about it. I’'m saying

that he is right. M. Asbury is right. This needs to
either be left...you either need to go away from
production by a foot. Ckay, an allocation of production
and go to the...everybody gets 25% | nean,
that...because you created one 320 acre unit. So, if
you’re going to create one 320 acre unit, the statute
says that every acre in those...every acre of those 320
acres has to receive essentially the sane piece. So,
you’ re going to have to revise the order and either...if

you want to make a change, you know, you’re going to have

120



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

to revise the order and say everybody gets the sane,
which is what you’ve done in the past or you need to say
we’re not going to create a 320 acre unit. We’re going
to |l eave these four units intact and we’re going to

al l ocate production fromthe well located in this unit to
these four units this way or we’re going to direct the
operator to conme back wwth a new unit that nore closely
approxi mtes the actual drainage. | nean, those are your
three choices. To go back and do the m ddl e one and j ust
say it’s a 320 acre unit and this is how it gets paid or
do what M. Prather is suggesting or do...you know,
direct ny client to resize the unit and cone back. |
nmean, those are your three choices.

BUTCH LAMBERT: Well, let ne read to the Board

section 45.1-361.21. It says, “A unit covered by a
pool i ng order shall be deened to be the conduct of such
operation in each tract in the unit. The production
allocated to that tract covered by the pooling order
shall be the sane proportion as the acreage of that tract
bears to the total acreage of the unit.”

MARK SWARTZ: Right. So, if you create a 320

and you don’t do anything else, basically it’s

exanple...the exanple in the m ddl e where everybody gets
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25% If you’re going to create...if you’re...if you’re
going to leave it as a 320, that’s where you’re going to
be. If you’re...if you’re prepared to do what Mr.
Prather wants to do, you can do Exhibit One, | think, by
saying we’re not going to create a 320 acre unit. We're
going to...we’re going to stay with the four 80s. We’ve
got one unit that has a production and we’re going to
allocate it to the others or we’re going to change the
size of this unit. | nean, those are your...those are
your three options. If you’re going to stay with a 320
acre unit, you’ve got to go with the middle option. But
I'm suggesting that that’s...if you’re going to make a
change, I wouldn’t do that. But I'm not arguing
that---.

BUTCH LAVMBERT: The ot her option...the other

option is to maybe it mght be tinme for this Board to
reconsi der approving provisional units until we get
better clarification on how we’re going to proceed. We
can’t...we can’t do your way and we can’t do other
conpani es anot her way and maybe even tal k about
some...establishing some rules on how we proceed. That'’s
anot her option that we can do.

MARK SWARTZ: Well, | would think you want to be

122



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

consistent. | nean, | would think that you woul d want
to...would want to be thinking today what is the right
way to do this and not, you know, let’s just do this
once. I mean, I'm not...I’'m not here...I mean, we
wouldn’t...I wouldn’t be talking to you in terms of
concepts if we were only tal ki ng about doing the one
unit. I mean, I think this is a time...I’m not sure that
you need to take a lot of tine to do this, but | think
this is an opportunity for you to revisit this issue and
deci de whet her or not what you have been doing is what
you want to continue to do as a Board.

BUTCH LAMBERT: Wel | —.

MARY QUI LLEN: Wth the increase nunber of

hori zontal wells and proposals for wells, | think...
really do think that, you now, we need to get on Board
and consistent with everybody.

MARK SWARTZ: There’s going to be...I mean, this

is the new production methodology. I mean, it’sS...Yyou
know - -.

BRUCE PRATHER See the problem | have with the

thing is that we really don’t know in the future what the
| ength of these laterals are going to be. | nean, these

| aterals could be out there 20,000 feet, | nean, you
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know, with technology and this, that and the other.
Since we don’t know what that is, it’s almost impossible

to say put a spacing on this thing. That’s---.
MARK SWARTZ: Well, but if---.

BRUCE PRATHER: ---the reason I’'d just like to

have a spacing and then give you a variance. |f you
wanted to drill out there, and it’s internally within
your property, have at it.

MARK SWARTZ: You know, there are several ways

to do this, but | think, you know, in response to
Chairman Lambert’s comment, you know, I think...I don’t
think there’s a one size fits all solution to this.

So...l nean, an exanple woul d be the comment that you
just made. | think as...as...l would recommend that you
I npl ement . .. that you nmake a choice that all ows operators
to design these horizontal units in different shapes, but
requires themor allows themto show up with a unit shape
and size that approxi mates drai nage as opposed to just
follows existing grid lines for vertical wells. | just
don’t...you know, I understand there was some reasons why
that was done, but |’'m not...I don’t think it works very
well froma rough justice standpoint in terns of paynent

of royalty.
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BUTCH LAMBERT: Now, you’re wanting us to do

West Virginia shapes.

MARK SWARTZ: Just because I'm from West

Virginia, I'm not going to rise to the bait, okay.

SHARON PI GEON. A very suspi cious correction

t here.
(Laughs.)
BUTCH LAMBERT: Yeah, it was a little suspicious

t here.

BILL HARRI'S: Let ne...let ne ask anot her

question. The AA-39, which is not included, this is the
upper right 80 acre unit that exists here, in the past
we’ve seen a lot of four...groups of four and that’s how
we got to the 320 and, | guess, | had kind of two
guestions. One is the lateral that goes through BB-38
and BB-39 that sort of ends on that property line we, of
course, can’t be sure if it’s going to end there. I know
that there’s---.

MARK SWARTZ: Correct.

BILL HARRIS: ---you know...within a few feet

we can be there. In the past, we’ve had units where
let’s say that lateral does extend to AA-39 but the

actual production hole...you know, there’s a...I guess, a
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drilling hole and production...they probably give them

di fferent nanmes, would be in that |ower right one...|ower
left one. In other words, moved up some. We...I’m not
suggesting necessarily that we do that because | don’t
know what . ..what |eases you all mght have in AA-39. But
we woul d normally have in the past had that all been
noved up into those four contiguous units that are...that
formthat rectangle, we would normally have just voted
that and 25%in each unit. So, the difficulty here is
because this begins in a piece of a unit...piece of an 80
established unit, which again is a line draw on the
ground- - -.

MARK SWARTZ: Well, if you noved this unit...if

you nove he production hole, the CC 38A production hole
into the unit just north of it, okay, which---.

BILL HARRI S: Yes.

MARK SWARTZ: ---would shove the leg that I’ve

nunber two slightly into the unit...the 80 acre unit to
t he northeast, okay,---.

BILL HARRI'S: Yes. Assum ng that was---.

MARK SWARTZ: ---those people would get the

sane wi ndfall because there would just be a tiny bit of

one leg in their unit that the people in unit CC 38 are
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currently getting. I mean, it doesn’t solve the problem.
It just, you know...it still dilutes the royalty
Interest of the one unit and it transfers their interest,
| think, unfairly, you know, froma correlative rights
standpoint to another unit. But 1t doesn’t...you can do
that. But it doesn’t solve the is this rough justice.

BUTCH LAMBERT: Well, the whol e issue here is

not the unit or the size of the unit. The whole issue is

how we’re going to pay out in the unit. Once this unit

created---.

MARK SWARTZ: Yeah. But there is an opportunity
t hough, and | will, M. Harris, you know, if we...if we
were given...if operators were given the right to design

a unit that approxi mated anticipated drai nage, the unit

boundary woul d not be at the northern boundary of BB- 39.
It would be a little north of there. You know, so the

| ssue that...you know, there are opportunities to do a

better job if we’re told we don’t have to follow those

| i nes.

BUTCH LAMBERT: Again, the issue is not the

unit. The issue the proportional share of the fol ks
within the unit according the statute---.

MARK SWARTZ: Well, yeah, but you’re---.

127



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

BUTCH LAMBERT: ---and that’s what we’re having

to deal with here. I...I don’t think anybody is having
much of an issue with the unit size or configuration. |
thought what we’re dealing with is there’s a statute that
says everybody shares the sane within the unit.

MARK SWARTZ: Right. And I’'m saying, if we’re

going to follow that statue to the letter for horizonta
holes, this unit...this unit---.

BUTCH LAMBERT: Isn’t that what we’re supposed
to do, M. Swartz?

MARK SWARTZ: ---needs to be a 150 acres max.

BUTCH LAMBERT: We’re not supposed to follow the

st at ut e?

MARK SWARTZ: Yeah, we should...then this unit

shoul d be a 150 acres max and not 320. So, you should
create roughly...you know, I’'ve got a 142 acre unit
exanpl es...exanpl e nunber three. |If this unit is a 142
acres instead of 320 acres, it works for nme fairly. So,
I'm agreeing with you. You know, you start with the size
of the unit. The size of this unit is wrong 1if it’s 320

is where I’'m coming from.

SHARON PI GEON: That is what you asked for.
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BUTCH LAMBERT: Yeah, that’s what you---.

MARK SWARTZ: Right. And if you allocate it on

a footage basis...if you allocate it on a footage basis
you get a good result.

BUTCH LAMBERT: So, | guess are you prepared to

cone back wi th another proposal on a different unit?

MARK SWARTZ: All you need to do is say we are

going to allocate...we’re going to change...we’re going
to...in your order, we are going to allocate the
percentage...we’re going to allocate the production from
the well located in CC-38 on the follow ng basis to four
Oakwood units. That’s what the order needs to say and
you’ re good to go.

SHARON Pl GEON: That’s not what your application

says.

MARK SWARTZ: I understand. So, we’re back here

on that sane application---?

SHARON PI GEON: Wl |, we would like you to cone

back wth that.
MARK SWARTZ: ---to amend it, right? He’s

saying you need to anend it to do...everybody gets 25%
My push back is, no, we need to amend it to say we’re not

creating a 320 acre unit. | nmean, one of the options.
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We’re staying with the 480s and we’re allocating
production on a footage basis. I mean, I don’t need to
feel like I need to come back. I mean, you know, we’re
here because the DGO wanted to amend the order. I'm
saying it needs to be anended, but the fair way to anmend
It IS not to say we’re going to give everybody 25%. It’s
either allocate to four 80 acre units or give us an
opportunity to resize this unit to down to around 142
acres.

BUTCH LAMBERT: That doesn’t meet the

requi renments of the statute.

MARK SWARTZ: Yes, it does. If | create a 142

acre unit instead of a 320, we’re good to go because
everybody gets exactly the same production per acre.

BUTCH LAMBERT: And then cone back w th anot her

petition for that size of unit.

MARK SWARTZ: We’d be delighted to. We’ll just

do a map and we’ll come back...we’ll come back
with...we’1ll adjust the size of this unit.
DAVI D ASBURY: M. Chairman.
BUTCH LAMBERT: M. Asbury.

DAVI D ASBURY: Part of this is being consistent.

My hunbl e input here is that the gas producers need to
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define their drainage pattern. They need to cone before
the Board and present their unit to the Board based on
the best information they have as far as gas drai nhage
patterns in the horizontal units that they have. But
once that the Board decides what a unit, be it at 160
acres, 140 acres, be it 320 acres, you first do the unit.
Once a unit is approved, then we have to follow statute.
We have to insure that the royalty or working interest
I ncome is allocated on an acreage proportionate basis.
I'm having a little trouble, M. Swartz, getting to this
25% because the people in these units aren’t going to get
25% of the production. They’re going to get their
acreage proportionate share of the total of production.

MARK SWARTZ: Okay. You’re having a math

di sconnect. If there are 80 acres in each of these
units, the people in each of these units are receiving
25% of the money based on a 320 acre unit. That’s where
the 25% comes from. Everybody...and that’s...I think
that’s wrong.

BUTCH LAMBERT: Well, that’s simple mat h.

Simple math that’s correct, but I think...I thought of
what M. Asbury was saying---.
DAVI D ASBURY: You have to go to the acreage
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that is in the unit.

SHARON Pl GEON: Ri ght .

t hree of these.

DAVI D ASBURY: They may

MARK SWARTZ: No. Well,

Is if you give us an opportunity
unit that we think |ooks |Iike an
reflecting the drainage of these

it’s going to be on the order of

They may own in two or

own two or three.
what...what I'm saying
to cone back here with a
appropriate unit

legs, we’ll do that and

an 140 or 150 acres.

Everybody in that unit is going to get exactly the sane

amount of noney per acre.

MARY QUILLEN: Well, | t

sort of astray on this is all of
units were developed in...not in

fields. So, the 320 acres where

hi nk where we have gone
the early horizontal
t hese establ i shed

t hose horizontal wells

was established. But that was not a field that had

al ready been established---.

MARK SWARTZ: Correct.

MARY QUILLEN. ---as 80 acres or 58 acres or
what ever.

MARK SWARTZ: Correct.

MARY QUI LLEN: Now, we’re com ng back and now
are being to drill horizontal wells in these established

132



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

fields where there are 80 acres. We’re trying to overlay
that grid for the 320 acres into...onto these already
established fields and make t hem worKk.

MARK SWARTZ: And I'm suggesting that nay not be

appropri ate.

BILL HARRI'S: You know, | think the 320 cones

fromjust four of those 80 acre units.

BRUCE PRATHER: Onh, sure.

MARY QUI LLEN: But those are not---.

MARK SWARTZ: Right. R ght. Exactly.

BILL HARRI'S: It was convenient to do it that

way. 1'm not sure that that’s really the best---.
MARY QUI LLEN: But they were not originally.

There were no 80 acres established where they were doi ng
these earlier fields.

BILL HARRIS: But | think that all of the

presentations that we’ve had...I can’t say al nost the
reason we ended up with 320 is they took four 80s and
posi tioned those together---.

MARY QUI LLEN: But the original---.

BILL HARRI'S: ---even though they didn’t have

80s already in place. But | think that was where the 320

cane from
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MARY QUI LLEN: They canme up with that and then

there...on these fields that are already established wth
80 acres, that was not a...that was not a question. They
came up wth the 320 acres---.

BRUCE PRATHER Wbul d anot her way to---7?

MARY QUI LLEN: ---based on the design of the

drilling and the | egs of that.
BRUCE PRATHER: Wbul d anot her way of com ng up

with the interest would...you know, you’re treating these
wi th ball oon packers in that horizontal hole. Each one
of those packers is covering maybe 400 foot or 500 foot

of the section...the horizontal section. |If you do five
or six of those things and you had two of those ball oon
packers outside the 320 you give them..take everything
and divide it by the number of packers you’ve got. Could
you do it that way?

MARK SWARTZ: I’'m not sure that’s simpler, you

know. But you probably could, you know, M. Prather.
But, | nmean, |...l guess, you know...l think there is...
know there’s a desire on the part of the Board and the
part of the DBO to have sort of a one size fits all.

BRUCE PRATHER: Yeah

MARK SWARTZ: And if you | ook at the Oakwood
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field, you know, which is roughly a 100,000 acres divided
Into 80 acre units, you know, there has been a trenendous
anmount of drilling in that field. Most probably of the
units have at least one well in themso that the idea
that the field would be drilled up and there would be a
well in virtually every unit and virtually every...well,
every owner in that 100,000 acres woul d receive sone
noney has kind of come to (inaudible) and we’re seeing it
in the Middle Ridge and we’re seeing it in other areas.
Wth regard to these horizontal units because of the way
they look, you know, and the legs don’t always have the
sane angl e between them..you know, it could be nore or

| ess acute. They could be |longer or shorter. | nean,
I’'m not sure that a one size fits all really works well
here. | understand that you would like to see that. But
I'm suggesting that it would be great if you could tell
the operators, come in with a unit that you’re
confortable with that your engineers say this is, you
know, the roughly approximate drai nage problemthat we
woul d...or the drainage pattern that we would anticipate
and give themthe discretion to do this because we really
feel like we don’t have the discretion to size a unit.

BILL HARRI S: Is...I'm sorry.
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BRUCE PRATHER: M. Chairnan, would there be a

possibility that if we did change the unit sizes and
everything that we could get these boundary probl ens

sol ved before we do this. 1In other words, if you could
sol ve your boundary problemw th your nei ghbors ahead of
time then as far as I'm concerned you could do about
anyt hing you wanted to on these things.

MARK SWARTZ: Well, we...e cone in...|l mean, in

the past, I don’t if this answers your question or not,
but we’ve come in the past with units that overlap a

previous existing unit and we’ve just---.

BRUCE PRATHER: Sur e.

MARK SWARTZ:. ---said we’re going to pay these

people for this well even though they’re getting paid for
that well. So, | think...l think if that’s what you’re

asking me, the answer is pretty simple. If you’re asking
me something harder than that, I'm not sure I understand.

BUTCH LAMBERT: Well, what...what we have here

Is that we...this Board is required to foll ow statute and
that’s everybody shares equally in a unit.

MARK SWARTZ: Ri ght .

BUTCH LAMBERT: No natter what we create as a

unit, everybody shares equal. Wat | understand M.
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1 Swartz...what I understand you to say is that you’re
2 wlling to go back and prepare---.

3 MARK SWARTZ: A different unit.

4 BUTCH LAMBERT: ---a different unit to bring

5 back before this Board for further discussion.

6 MARK SWARTZ: That woul d be great.

7 BUTCH LAMBERT: Okay. Does that satisfy the

8 Board?

9 MARY QUI LLEN: Yes.

10 MARK SWARTZ: We woul d be delighted to do that.
11 SHARON PI GEON: Are you w thdraw ng this one?
12 MARK SWARTZ: Say what ?

13 SHARON PI GEON: Are you withdrawing this one

14 that was approved?

15 MARK SWARTZ: No. We'’re going to come back a

16 revi sed nap.

17 MARY QUILLEN: W will continue it?

18 BUTCH LAMBERT: We’ll continue it. And we---.
19 MARK SWARTZ: And we’ll get you the map by then,
20 right?

21 ANl TA DUTY: February?

22 MARK SWARTZ: By February?

23 BUTCH LAMBERT: |s that okay?

24
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SHARON PI GEON: Yeah. (I naudible).
BUTCH LAMBERT: Ckay.

DAVI D ASBURY: WII this...wll this be a new

petition?
MARK SWARTZ: We don’t need a new petition.
SHARON PIGEON: It will be a continued item

BUTCH LAMBERT: It wll be a continued item

SHARON Pl GEON: BRut don’t even think about an

order right now. It’s not looking too promising.

MARK SWARTZ: You know what, you need to

continue it until March

BUTCH LAMBERT: March? 1It’s continued until

Mar ch.
MARK SWARTZ: Because when we reshape this, we

may have sone people in that other unit that we need to
noti ce.

BUTCH LAMBERT: Ckay.

MARK SWARTZ: We want to continue it, but we may

have to...okay, you’ve got it.

BILL HARRI'S: Let ne...can | ask one | ast

guestion before we nove on? |Is there...and | probably
al ready know the answer. |s there an established

drai nage pattern fromthese laterals? In other words, do
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we know how far out fromthe laterals? 1Is that pretty
much an industry standard that you woul d...you know, when
we drill a conventional well that’s circular, we say
that, okay, that that’s our drainage pattern and we’re
going to pay per acreage based on that circular pattern.

Sonetinmes they butt up agai nst each other and sonetines

they don’t. There are always faces left or whatever. T
can sort of envision the same thing happening here. It'’s
going to be a jigsaw puzzle. W may not fill in all of

the pieces. But I do personally think it’s appropriate
to look at the lateral length. I think that’s important
in terns of drai nage.

MARK SWARTZ: | nean, ny experience in st

Virginia and | hate to bring that up, you know, ---.

BILL HARRI' S: Oh.

MARK SWARTZ: ---, there it seens |like...

because I haven’t done that much, but I’ve done some
hori zontal CBMin West Virginia and it seens |ike the
Board and the operators up there have devel oped a sense,
and I'm sure it’s based on engineering testimony, you
know, that this is a...this is a reasonabl e of fset
from..froma...froma horizontal well for drainage

pur poses because it---.
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BILL HARRIS: Fromthat | ateral

MARK SWARTZ: ---seens |like the Board...the

Board West Virginia is nmaking judgnents on kind of a
consi stent basis of distance from a lateral. So, I'm
sure when we come back, we’re have some engineering
testinony with regard to that for this, you know, seam

BUTCH LAMBERT: (kay. Thank---.

BILL HARRI' S: Thank you.
BUTCH LAMBERT: ---you, M. Swartz.

That...that itemw || be continued until March. Are the
fol ks from Sout heast here today?

(No audi bl e response.)

BUTCH LAMBERT: M. Asbury for docket item
si xteen VGOB- 10- 1019- 2838, docket nunber---.

SHARON PI GEON:  37.

BILL HARRI S: Fi fteen.

BUTCH LAMBERT: Fifteen. I’'m sorry. I’'m sorry.

| skip down one. 2837. Docket nunber VGOB-10-1019-
2838, docket item VGOB-10-1019-2839, docket nunber VGOB-
10-1019- 2840, docket VGEOB-10-1019-2841, docket item VGOB-

10-1019- 2842 stri ke fromthe docket, please.
MARY QUI LLEN: Oh, we’re not continuing it?

BUTCH LAMBERT: No. Those will be stricken from
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the docket. We’re going to break for lunch. One
hour...we’ll be back in one hour.
(Lunch.)

BUTCH LAMBERT: Okay. We’re calling docket item

twenty-one. It’s a petition from CNX Gas Company, LLC
for pooling of coal bed nethane unit EE-14, docket nunber
VEOB- 04- 0921-1334-02. Al parties wshing to testify,

pl ease cone forward.

MARK SWARTZ: Mark Swartz and Anita Duty.

JOHN SHEFFI ELD: | thought | heard EE-14. I'm

like, is that what | heard?
MARK SWARTZ: No, actually this is O80. No.

(Laughs.)
ANI TA DUTY: Cone up here, John.

JOHN SHEFFI ELD: Yes, ma’am.

MARK SWARTZ: Cone on down.
SHARON Pl GEON: Bob Bar ker.

JOHN SHEFFI ELD: |s that what you do on the

other side in West Virginia?

MARK SWARTZ: Hey, I’'ve got to have a part-tine

] ob.
JOHN SHEFFI ELD: Well, I'm telling you---.

BUTCH LAMBERT: In case this doesn’t work out.
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MARK SWARTZ: Exactly.

SHARON Pl GEON: Don’t give up your day job.

(John Sheffield is duly sworn.)
BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: Thank you.

ANI TA DUTY

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR, SWARTZ:

Q Anita, could you state your nane for us,
agai n?

A Anita Duty.

Q Ckay. Who do you work for?

A CNX Land Resour ces.

Q And what do you do for themw th regard
to this application?

A Pool i ng supervi sor.

Q Ckay. And did you participate in the
preparation of the notice of hearing, application and
exhibits with regard to this petition?

A | did.
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Q And did you, in fact, sign both of then?

A | did.

Q Ckay. Here, in this instance, the
applicant is CNX Gas Conpany, is that correct?

A Yes.

Q And if the petition is approved, this re-
pooling petition, it would continue as CNX Gas Conpany

Limted as the operator, is that right?

A Yes.

Q kay. The...is CNX Gas Conpany, LLC a
Virginia Limted Liability Conpany?

A Yes.

Q Is it authorized to do business in the

Commonweal t h?
A It is.
Q Is it registered wwth the Departnent of

M nes, M nerals and Energy?

A Yes.
Q And has it filed the required bond?
A Yes.
Q We’re talking here about an 80 acre

Cakwood unit, is that right?
A Yes.
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Q And it has | think two wells init?

A It does.

Q At | east the application proposes to,
right? It has to?

A Yes.

Q Ckay, it has to. Al right. Are they
both in the w ndow?

A Yes.

Q kay. And this...this unit is
being...the application is to re-pool it?

A Yes.

Q And it was originally pooled, | gather
from the docket number probably back in ‘0472

A It was.

Q kay. And you’ve expressed, I think, the
reasons for re-pooling are set forth in the application.
One, sone of the tracts have changed a little bit

because of remapping, right?

A Yes.
Q And then the other reason is to get the
second well in the unit and give people in the unit an

option to make their elections with regard to that second

wel | ?
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A Yes.
Q Ckay. Looking at the plat, both of these
wells are in...it looks |like one of themis just barely

in, but they’re both in the window, right?

A Yes.

Q And which is the second one, EE-
WL4A. . . W47

A 14A.

Q Okay. So, the...it’s an 80. And are

both of these frac wells?

A Yes.

Q Have you provided the Board with cost
information with regard to each of the wells?

A Yes.

Q And the total cost is expressed in the

application as $648,606.20, is that right?

A Yes.

Q Ckay. Going to the cost estinmates.
We’ve got one for EE-14 and one for EE-14A. |f you could
go through the cost for each well, the permt nunber and
t he dept hs.

A For EE-14 the cost is $323,708.56. The

estimated depth is 2,425 feet. The permt nunber is
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6375. For EE-14A the cost is $324,897.72. The depth is
2,350 feet. The permt nunber is 9918.

Q Wth regard to standing and the interest
in the unit and the interest collectively that you’re
seeking to re-pool, you go to Exhibit A page two, what
I nterests have you acquired and what are you seeking to
r e- pool ?

A We have acquired 90. 3250% of the coal,
oil and gas claim W are seeking to pool 9.675% of the
coal, oil and gas claim

Q kay. Did the mappi ng change with regard
to all of the tracts or just sone of then?

A Just the |line between Tract 1 and Tract

Q Okay. So, let’s look at the map here.

So, there’s...is it the line between 1A and 5A, is that

the |ine?
A Yes. Yes.
Q And the noved slightly?
A Yes.
Q Ckay.
A Just a very small anount.
Q Ckay. But the tracts on either side of
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that line then had mninumrevisions to their percentages

and acreage, correct?

A Yes.

Q And do your revised exhibits or the
exhibits that you’re submitted with this application
refl ect those changes?

A Yes.

Q Ckay.

A And those are our |essors. W have
| eases on both of those tracts.

Q kay. So, that would not be pool ed
parties?

A That woul d not be pool ed parties.

Q kay. What did you do to tell people
Interested in the outcone here that we were going to be
havi ng a hearing today?

A Mai l ed by certified mail return receipt
request ed on Novenber 15, 2010. Published in the
Bluefield Daily Tel egraph on...no, Cctober the 15th,

2010. Published Cctober the 27th, 2010 in the Bluefield
Dai ly Tel egraph.
Q And have you provided or are you going to

provide today to M. Asbury your certificates wth regard
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to mailing and your proof of publication?

A Yes.

Q Ckay. When you published, did the notice
and the map A-1 appear in the paper?

A Yes.

Q Do you want to add any respondents today?

A No.

Q Do you want to dism ss any?

A No.

Q Ckay. Since this is a re-pooling,
people...all of the respondents had an opportunity to
participate or not in the first well, correct?

A Yes.

Q And so the order should provide that the

respondents agai n have an opportunity to participate, but

only with regard to the second wel | ?

A Yes, that’s correct.

Q Did...did anybody participate or be
carried in the first well?

A Yes.

Q Ckay. Is it your opinion that drilling a
second well in this unit is a reasonable way to continue

to devel op the coal bed net hane here?
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A Yes.

Q And do we have a nodification for infill
drilling in place with regard to this unit?

A V¢ do.

Q (kay. There are no new parties. So, we

don’t have any deemed to have leased issues or any of
that because we haven’t added anybody.
A That’s correct.

MARK SWARTZ: Okay. I think that’s all I have,

M. Chairman.
BUTCH LAMBERT: | have a couple of questions.

Anita, why...why did the |ine change between 1-A and 5-A?
What caused the line to nove?

ANI TA DUTY: Wenever we go back and do the

second wells in the unit, now the mappi ng departnent is
actual Iy goi ng back and relooking at all fo the deed
descriptions and that type of thing. It actually only
changed...I tried to argue with them, but I didn’t win.
But it went from50...it was 50...for like Tract 1 51.04
and now they’re saying it’s 50.89. But it was just a
shift in the way that that [ine was...that diagonal |ine
t hat goes up through the tract---.

BUTCH LAMBERT: Taken from deed cal | s?
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ANI TA DUTY: Yes. The mapping that was

done...we have a new mappi ng departnment and different
procedures in place now than we did in 2004. Just with
t hat ---.

BUTCH LAMBERT: So, it wasn’t an actual survey

and it was just taken fromdeed call?

ANl TA DUTY: No. That’s correct.

BUTCH LAMBERT: Thank you. Also, on the exhibit

that you have behind the plat. This page one of two.

ANI TA DUTY: Only there’s really not a two.

BUTCH LAMBERT: Only there’s not a two. But

page one actually is what | have a question about. Wy
are you trying to get at with the notation at the botton?

I mean, that’s...you’re telling us not to consider this
as accurate or why is there a disclainer on there?

ANI TA DUTY: I think it’s more for the purpose

of kind of what happened with the Coal Creek. You know,
we’re not telling you who owns the coalbed methane.

We’re telling you who owns the coal and we’re telling you
who owns the oil and gas. But we’re not telling you who
owns the coalbed methane. We don’t want that to be
inferred in anything that we state on the tract

identification. We’re just telling you it’s based on
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severance deeds and that type of thing. This is who
we’re saying owns the coal and this is who we say owns
the oil and gas based on our title.

BUTCH LAVBERT: Based on your title search from

t he severance deeds?

ANI TA DUTY: Yes.

BUTCH LAMBERT: (Okay. Any other questions from

t he Boar d?
(No audi bl e response.)

BUTCH LAMBERT: M. Sheffiel d?

JOHN SHEFFI ELD: Yes, | do have sone questi ons.

Mark, on the...l guess, the well cost anal ysis on EE-14,
it shows 323...%$323, 708.56...%708...%$3...excuse ne. Let
nme try that one nore tine. $323,708.56. Now, that well
wasn’t...the EE-14...not the...EE-14A is the one that’s
the new well, correct, in the unit? So, EE-14 was
drilled when, about 2005?

ANI TA DUTY: EE-14A?

JOHN SHEFFI ELD: EE- 14 because you have a cost

anal ysis for EE-14, right?

ANI TA DUTY: I don’t know the dates that they

were drill ed.

JOHN SHEFFI ELD: Ckay. Well, | have production.
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Maybe that can help us. Let me look. Let’s see, in EE-
14 production started...if the Board needs a copy of this
| can showit. BU 2766 started June of 2005 with 435 ncf
and then it goes fromthere. And actually in a fina
order on this the conpleted for production cost was
$228,682.57. 1I’'ve got a copy of that if you’d like
to...if you need it.

MARK SWARTZ: No. Not a problem

JOHN SHEFFI ELD: Okay. So, I think there’s a

differential on the cost on the well there. | could be
incorrect, but that’s what’s in the final order.

BUTCH LAMBERT: What was in the final order, M.
Sheffiel d?

JOHN SHEFFI ELD: The final order conpleted for

production cost was $228,682.57. The Board can get a
copy of this. No problem Pardon me, if I'm rambling a
little bit here. Now, in...l was |ooking at sone of the
depths of where...of how deep we’re going on some of
these wells. Let’s see here, let me make sure I’'ve got
the right application here because there’s (inaudible)
wells. BU40077, EE-142A, I was kind of curious what’s
our target on that? |Is that the Pocahontas 2 coal seans?

ANI TA DUTY: Yes.
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JOHN SHEFFI ELD: Ckay. |In |ooking at your

depth, the Pocahontas 3 is around...it’s showing here a
double asterisks and it’s showing that it’s, in your
application, 2,047.17 to 2,051.29 for a thickness of
about 4.12 feet. But it seems like we’ve continued to
drill down further. Wat was the total depth on this
one? Was it 24? No, 2350.6. So, | guess, ny question
I's what woul d be the...necessary to go bel ow the target
of the Poca 3? By about...let’s see, if it’s 2350.6 and
that was at 2,051.29. So, what is that about 300 feet
bel ow t he Poca 3 sean?

MARK SWARTZ: Les, do you want to conme up here

and answer that question?

JOHN SHEFFI ELD: Yeah, cone on up, Les.

MARK SWARTZ: The question is why would you

drill deeper than the seam--?
JOHN SHEFFI ELD: The target seam
SHARON PI GEON: Wl |, let himget sworn in

before he answers. How is that?

BUTCH LAMBERT: Les, you thought you was going

to get to set back there all day.

SHARON PI GEON: You ignored us earlier and now

we’ re punishing you.
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(Leslie K. Arrington is duly sworn.)
(John Sheffield shows and explains to Leslie K
Arrington anong thensel ves.)

BUTCH LAMBERT: Les, for the question...for the

record, the question was why woul d you drill 300 feet
bel ow t he targeted seanf

LESLI E K. ARRI NGTON: Yeah. Wll, a |lot of

times what we do is drill a 150 to 200 foot...200 foot
rat hol e on our holes. Then not only that, they have
probably drilled on down because it’s showing the
possi bility of sonme additional coal seans bel ow the 3
seam and they nmay have went on down for that or we drill
down a 150...150 feet or so for a rathole to collect the
wat er .
BUTCH LAMBERT: Normal...normally a 150 feet?
LESLIE K. ARRINGTON: It will be in that

nei ghbor hood.
BUTCH LAMBERT: How cone...| guess, the question

for M. Sheffield is how conme you went tw ce that depth?

LESLIE K. ARRINGTON: Well, it appears here from

this exhibit---.

MARK SWARTZ: It’s out of the application.

LESLI E K. ARRI NGTON: It’s out of the
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application that they were anticipating additional coal
seans below it also. So, they probably just drilled that
many feet on down belowto if those coal seans were
there. There is an indication that they were here, but
not really all that thick

BUTCH LAMBERT: So, production is comng from

t he Poca 3 seanf
LESLIE K. ARRINGTON: Wel |, production will be

comng fromall of the coal seans.
JOHN SHEFFI ELD: Al the way---7?
LESLIE K. ARRINGTON: Al l the way up.
JOHN SHEFFI ELD: Al the way up?
LESLI E K. ARRI NGTON: Yeah.

BUTCH LAMBERT: Al the way up, okay.
JOHN SHEFFI ELD: Ckay.
SHARON Pl GEON: Wbul d t opogr aphy have anyt hi ng

to with that potentially?
LESLIE K. ARRINGTON: No. The difference that

he’s speaking to is the difference in total depth, which
you can see on these exhibits.

JOHN SHEFFI ELD: Well, it looks like in the

exhibit, is there sone other coal seans in there?

LESLI E K. ARRI NGTON: Yes. That’s what they
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were anticipating that there was possibly other coal
seans t here.

JOHN SHEFFI ELD: Ckay.

LESLI E K. ARRI NGTON: And t hey probably went

down just to nmake sure.

JOHN SHEFFI ELD: Okay. So, what they’re showing

here is they went all the way down to 2120.32 or that’s
where they were wanting to go to. |In these coal seans,
how t hick are they, the P-222, the P-21---7?

LESLI E K. ARRINGTON: The anti ci pated thickness

was .2 and . 36.
JOHN SHEFFI ELD: Ch, .2 and .36. |Is that feet?
LESLI E K. ARRI NGTON:  Yes.
JOHN SHEFFI ELD: Ckay. So, less than a foot.

Ckay. And here it shows the |ast one to be around
2120- - -.
LESLI E K. ARRI NGTON: Unh- huh.

JOHN SHEFFI ELD: ---but we continue to go al

the way down into the sand. What’s this right here?
LESLI E K. ARRI NGTON: They went all the

way...apparently, they went all the way down to the top
of the red and greens which they were anticipating---.

JOHN SHEFFI ELD: Ckay.
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LESLI E K. ARRINGTON: ---that.

JOHN SHEFFI ELD: Ckay. They were anticipating

going in the red and green shal es sone 200 feet?

LESLI E K. ARRI NGTON: Vel |, they were

anticipating...you can tell here that they were
anticipating going down to it. The drill exhibit shows
you that that’s what they went down to.

JOHN SHEFFI ELD: Ckay. Al right.

BUTCH LAMBERT: So, M. Sheffield, are you

tal king about well 14A, the question you just asked hinf
JOHN SHEFFI ELD: Yes, sir. It is on EE-14A

Yes, Sir.

BUTCH LAMBERT: Okay. So, the total depth we’re

showi ng is 2350.

JOHN SHEFFI ELD: That’s what I’'m seeing here is

2350, yes, sir, .6
BUTCH LAMBERT: Ckay.
JOHN SHEFFI ELD: On this exhibit, over here

Where you’re talking about a proposed plugging and
abandonnment schematic. Is it...it is standard, Les, that
we go into that red and green shale about 50 feet?

LESLIE K. ARRINGTON: They will...they wll

drill down to it. Standard...we use that as our standard
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depth to go down---.
JOHN SHEFFI ELD: Ckay.
LESLIE K. ARRINGION: =---or...or 50 feet into

JOHN SHEFFI ELD: Wi chever it is. So, really

it’s not just to it, it’s 50 feet into it?

LESLI E K. ARRI NGTON: Maybe. It coul d be.

JOHN SHEFFI ELD: Yeah, well, that’s what

the...you know, I understand what you’re saying. It
sounds |like 50 feet. Do you know what the total
t hi ckness of all of the coal seans are that we are
hitting fromwhere the hole begins down to that 2120
before we broke off fromany of the coal? Do you know
what the...the total thickness if you added all of that
coal up?

LESLI E K. ARRINGTON: No, I don’t. Not right
of f hand.

JOHN SHEFFI ELD: Well, | kind of added that up.

The total thickness 2,120 feet is 31.7 feet. |If you

divide that out that’s about a foot and a half of coal

per 100 feet average on 2120 and you’ve got 31.7 feet of

total thickness out of all of those different coal seans

that were saw, right? That’s what the---.
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LESLI E K. ARRI NGTON: It’s your math.

JOHN SHEFFI ELD: Not m ne. Well, you’ve...

you’ve got a calculator, right?
LESLI E K. ARRI NGTON: No.
JOHN SHEFFI ELD: Ckay.
LESLIE K. ARRINGTON: 31 feet of coal in a---.
JOHN SHEFFI ELD: Tot al .
LESLI E K. ARRINGTON:  ---coal bed net hane wel |

JOHN SHEFFI ELD: The total.
LESLIE K. ARRINGTON: ---a good thickness.
JOHN SHEFFI ELD: Ckay. Solid. Anytine---.

LESLI E K. ARRINGTON: No, we...you stinulate

anything froma half foot.

BUTCH LAMBERT: Centlenen, | hate to interrupt.

But you all are having a discussion on issues that we
don’t have before us and we don’t have a clue what you’re
tal king about. |[|f you have enough---.

JOHN SHEFFI ELD: Wul d you like for nme to

make---7?

BUTCH LAMBERT: ---exhibits to pass to

everybody we’d appreciate that. I mean---.

JOHN SHEFFI ELD: Ckay. Well, that’s just what
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was sent to ne.

BUTCH LAMBERT: Well, we don’t know what

you’re...what you’re talking about Mr. Sheffield. I

apol ogi ze, but, you know, w thout being able to foll ow
you where you’re going with this, I’'m not sure how that’s
going to hel p the Board.

JOHN SHEFFI ELD: I’'m just...I'm just the asking

t he question because | wanted to know why the...you know,
li ke the well cost was increased fromthe total depth
fromthe coal seam

BUTCH LAMBERT: Well, | understand that and that

i nfornati on we have here in front of us and we can foll ow
you there. But on well depths and pluggings, we don’t

have those and I don’t what you’re...I don’t---.

JOHN SHEFFI ELD: Yes, sir. Yes, sSir.

BUTCH LAMBERT: ---think the Board can foll ow.

I’m not sure we have that informati on.

JOHN SHEFFI ELD: Now, Les, let nme ask you, do we

ever encounter anything besides a coal bed net hane gas
when we drill these? Do you think? Have you ever
experienced that?

LESLI E K. ARRI NGTON:  No.

JOHN SHEFFI ELD: Okay. And the reason that I’'m
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asking is this article. 1I’11 give you a copy and I’11
give the Board a copy. | do have the full article if
you’d like.

(John Sheffield passes out exhibit to the
Board.)

JOHN SHEFFI ELD: Well, I'm just asking.

MARK SWARTZ: Well, there’s no gquestion pending.

JOHN SHEFFI ELD: There’s no question pending.

MARK SWARTZ: The | ast question you asked he

gave you an answer. So---.

JOHN SHEFFI ELD: Ckay. So...| nean, this was an
article and, | guess, a quote from M. G antham about
oil. There have been coal fromgas wells. He didn’t say

whet her it was conventional coal bed nethane. So, it may
not have been coalbed methane. But it’s just a question
and you said you don’t. So, I guess you don’t ever see
anything |ike that.

MARK SWARTZ: | guess the better question is,

are you producing oil fromany coal bed net hane wel | s that
you are aware of?

LESLI E K. ARRI NGTON: Not for sale.

JOHN SHEFFI ELD: Ckay. Thank you, WMark. |

appreci ate that.
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MARK SWARTZ: You’re welcome.

JOHN SHEFFI ELD: |Is there...is there any oi

that is...that you have for your own use.

LESLI E K. ARRI NGTON:  No.

JOHN SHEFFI ELD: Okay. You said not for sale.

| understand. Now, when these...this EE-14 is over
behi nd Rowe and | guess that would go over to the Cakwood
Gathering, is that correct?

LESLI E K. ARRI NGTON: Wt hout maps and---.

JOHN SHEFFI ELD: Okay. No, I'm just asking. It

probably goes over the Oakwood Gathering and this is a
Cardi nal 1 pipeline.
LESLIE K. ARRINGTON: It goes into the...our

col |l ection system

JOHN SHEFFI ELD: Ckay. Your collection system

Ckay. | was noticing, at one tine when we did...we kind
of had a problemw th sonme paynents and sone things wth.
And I'm going to bring up EE-14 because it was brought
up earlier with the cost of a well, I'm a participating

nmenber in that. Correction. I’m sorry, Mark. I'm a
carried interest participate. It wasn’t too long ago
that | noticed that EE-14 and not 14A cane up in ny

paynent. Wen it did, it went all the way back to 30
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June of ‘06, I do have copies of this if you’d like to
see it, and comng forward. Anita has hel ped
tremendously with that. It was a m stake in accounting
and things |like that. But, when we did that it was paid
out at one-eighth. So, | guess, there was sone
misunderstanding and I believe we’re going to get that
strai ghtened out with Ms. Buchanan.

ANI TA DUTY: Yes.

JOHN SHEFFI ELD: Ckay. But it still caused sone

concern for ne as far as el ections because, you know, you
just conme out and you start paying a one-eighth when
you’ re supposed to be a carried interest. Well, when |
got to looking at it, even at being paid one-eighth,
they’ve got that percentage incorrect. It’s a .0047636
and it’s a .006 to that effect. So, this check, by the
way, when it cane up | gave it back to Anita for, you
know, it wouldn’t go crazy and all this and all that, but
evidently it has become a little crazy on how we’re
trying to get everything straightened out. Now, Mark,
one of the reasons | did that was | was concerned that
even though | elected to be a carried interest that if |
were to cash this check would that way...or would that in

anyway assune that | have changed ny m nd on ny el ection?
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MARK SWARTZ: You will have to talk to one of

your many | awers to get an answer to that question.

JOHN SHEFFI ELD: Well, I...I don’t have a lawyer

here today. I’'m asking you that.

MARK SWARTZ: I'm not your lawyer. I’m not

gi ving you an opinion to hypothetical question.

SHARON PI GEON: Does it have anything to do with

this issue?

JOHN SHEFFI ELD: Yes, it does because EE-14A,

ma’am...Ms. Pigeon, was also coupled in with all of this
al so. They tried to pay ne a one-eighth.

SHARON PIGEON: But this is...but this is a

hypothetical. It didn’t occur, right?
JOHN SHEFFI ELD: No, not in this situation. It

did not. You are correct. But | guess | amasking if it
had happened, woul d that happen?

MARK SWARTZ: You need to get a | awer.

JOHN SHEFFI ELD: Okay. Al right. So, what

you’re saying is if that situation had happened then we
coul d di scuss that?

MARK SWARTZ: No.

JOHN SHEFFI ELD: We couldn’t discuss that?

MARK SWARTZ: I have an opinion, but I’m not
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prepared to give you free legal advice because you’re not
ny client.
JOHN SHEFFI ELD: Ckay. Al right. Les, in the

past, we used to |look at...you know, there would be a
well and here’s the production and the production would
be broken down and it would be different pay codes. As |
remenber, there was a pay code say with an X-17 wel
production...X-17A. You have sone production that woul d
be in pay code 904. That’s going back a little bit. I
believe they’ve changed those codes since then. 904, the
4 nmeaning the fourth letter in the al phabet, which is D
woul d be for Dryer Coal or Coal Dryers is the way it was
explained to ne. In that, we would be paid a dollar |ess
of market val ue but no post production. Are you famliar
with that pay code and renenber anything |like that?
LESLI E K. ARRINGITON: No. I don’t work in that

area anymore. So, if they’ve changed it, I don’t
Know- - - .

JOHN SHEFFI ELD: Well, | nean, but...okay, you

don’t remember that back in the 2000 and 20017
LESLI E K. ARRI NGTON:  No.
JOHN SHEFFI ELD: Or pay code 906, which is a 6

| etter in the al phabet for fuel, which we were paid
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mar ket val ue and then post production?
LESLI E K. ARRINGTON: Sorry.
JOHN SHEFFI ELD: Or pay code 919 for sal e?

LESLI E K. ARRI NGTON: Sorry. I can’t answer

t hose questi ons.

JOHN SHEFFI ELD: You don’t...you don’t have,

okay, an answer to that. Gkay, also in review ng what
was given to ne through this pay status, | |ooked at what
the total ntf reported to ne versus what was reported to
the state and there were seven nonths that there was nore
reported in this report than was reported to the state,
whi ch | can understand that can happen. But when | added
everything up and, of course, they can have all of these
exhibits, it was a difference of around 577 ntf. And...
don’t know, would that be...do you think line loss or---?

LESLI E K. ARRINGTON: Are you tal king about

wel | head versus sal es?

JOHN SHEFFI ELD: | guess.

LESLIE K. ARRINGTON: Well, certainly we can

have sone |ine | oss.

JOHN SHEFFI ELD: Well, yeah, it would be...it

woul d be...yes, sir.

LESLI E K. ARRI NGTON: okay.
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JOHN SHEFFI ELD: Al right.

LESLI E K. ARRINGTON: The fuel usage line |oss,

W t hout having the nunbers before ne and under st andi ng

where they all canme from--.

JOHN SHEFFI ELD: Ckay.
BUTCH LAMBERT: M. Sheffield, is still rel ated

to EE-14. .. EE-147

JOHN SHEFFI ELD: Yes, it is. This is all EE-14-

BUTCH LAMBERT: Ckay.

JOHN SHEFFI ELD:  ---well units. Yes, sir, it
I'S.

BUTCH LAMBERT: Ckay.

JOHN SHEFFI ELD: Do you...as far as the
gathering of your system is that...is that...howis that

powered up, if | may ask?

questi on.

LESLI E K. ARRI NGTON: I don’t understand the

JOHN SHEFFI ELD: Ckay. How do you...do you

receive electricity from Appal achian El ectric Conpany?

LESLI E K. ARRI NGTON: Sone of our conpressors

are gas fired and sone of themare electric.

JOHN SHEFFI ELD: Sone are gas fired and some---.
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LESLI E K. ARRI NGTON: We’re converting...we are

converting them

JOHN SHEFFI ELD: Okay. Converting themto

el ectric.
LESLI E K. ARRI NGTON: To el ectric, uh-huh.
JOHN SHEFFI ELD: Ckay. So, do maybe sone of

this gas get used over in the OGakwood Gathering, for
I nst ance?

LESLIE K. ARRINGION: It could have. Again---.

JOHN SHEFFI ELD: Okay. You’re not sure.
LESLIE K. ARRINGTON: ---wi thout...wthout

looking at it specifically, I can’t answer that. We do
have gas fired and electric. Mst of them | think, have
been convert ed.

JOHN SHEFFI ELD: Ckay. But could that attribute

to sone of this difference in the...you know, the
reporting? | nmean, | understand you’ve got to move the
gas.

LESLIE K. ARRINGTON: Really and truly, John,

wi thout sitting down and | ooking at the system and your

numbers, it’s hard to answer that.

BUTCH LAMBERT: | guess, M. Sheffield,

what...correct me if I'm wrong, but you’re trying to get
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to the differences in the production?

JOHN SHEFFI ELD: What has been reported to the

state versus what has been reported to ne, sir.

BUTCH LAMBERT: Okay. I’'m Jjust trying to follow

al ong here.

MARK SWARTZ: Well, | nean, just to suggest sone

sinple...you know, if the reports to the state are
cal endar production. So, you | ook at what was produced
on a...during a cal endar year, we know that royalty
payments lag. So, you’re going to get royalty payments
in the follow ng year that were for production the prior
year and to just conpare royalty and production records
from the state, they’re...you’re going to have to go into
the next year. So, I|...you know, | have no way of
knowing if you’ve done that. But I wouldn’t be surprised
if they don’t agree.

JOHN SHEFFI ELD: In answering Mr. Swartz’s

comment, M. Swartz, these are the sanme nonths reported
to the state versus what is reported to me. 1It’s
highlighted right here. I mean, do you want it? You're
nore than welcone to ook at it?

MARK SWARTZ: And what unit is that for?

JOHN SHEFFI ELD: That’s for EE-14, sir.
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MARK SWARTZ: Ckay. And your point is what?

JOHN SHEFFI ELD: That there’s a differential in

what’s reported to the state versus what’s reported to
ne.

MARK SWARTZ: (Okay. Because the...are the

vol unes that are reported to you adjusted in anyway? Can
you tell fromyour royalty statenent?

JOHN SHEFFI ELD: Adj usted? Well, when you go

with the tine period it cones up wwth a mnus 577 ncf,
M. Swartz.

MARK SWARTZ: Let me see what you’re looking at.

JOHN SHEFFI ELD: For the nonths. Here you go.

That’s yours. So, he answered. They do some gas fired
and things |like that. So, we do use sone of the gas.

MARK SWARTZ: | guess, ny point is your royalty

statements from CNX, I don’t...I don’t see on here that
there’s a fuel use adjustment. So, you can’t tell.

JOHN SHEFFI ELD: No. They don’t have the...the

codes on them

MARK SWARTZ: Right. And that woul d explain the

difference. | nean, if they have gas fired---.

JOHN SHEFFI ELD: It’s probably in the fuel.

MARK SWARTZ: No, I'm just---.
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JOHN SHEFFI ELD: Ckay.

MARK SWARTZ: I'm having trouble, you know---.

JOHN SHEFFI ELD: Well, I'm having...and T

apologize. I’'m probably misunderstanding that you’re
saying, M. Swartz. | apol ogi ze.
MARK SWARTZ: Actually, I'm just saying what |

t hought M. Arrington was just saying. That there was
gas used to drive conpressors.

LESLI E K. ARRI NGTON: There coul d be, but

w t hout - - -.

MARK SWARTZ: Right. | understand.

LESLI E K. ARRINGTON: ---seeing the maps on the

field, I can’t---.

JOHN SHEFFI ELD: Right. Okay. Al right.

Well, that’s all my questions.
BUTCH LAMBERT: M. Swartz, anything further?

MARK SWARTZ: Just one topic that | want to talk

about .
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LESLI E K. ARRI NGTON

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR, SWARTZ:

Q Les, the original estimate for the first
well that was drilled was actually in the order of
$228, 000, okay.

A Uh- huh.

Q And that well was drilled I'm thinking,

you know, sonetine---.

A In basically ‘04.
Q ---04"' or ‘05. Has the cost that your
conpany experiences to drill wells increased

substantially between ‘04, ‘05 and today?

A Yes, they have.

Q And would it surprise you that the cost
to drill a well comparing ‘04 and ‘05 to current would
surprise you that the cost went up from sonething on the
order of $228,000 to $300, 000 and change?

A None at all.

Q Ckay. |In effect, were you providing cost

estimates as part of your job for sone period of tine?
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A In ‘04, yes.
Q Ckay. And | ater?
A Yes.

MARK SWARTZ: Okay. That’s all I have.

JOHN SHEFFI ELD: And in response to that, | have

di sagreenment wth that on EE-14A well. My question was
about EE-14 that was drilled at the time that he’s
speaki ng of and not today.

MARK SWARTZ: Well, | guess ny response to that,

is who cares? You participated in that at $228, 000 the
| ower nunber---.

JOHN SHEFFI ELD: Ckay. Well, that---.

MARK SWARTZ: ---and now, you know- --.
JOHN SHEFFI ELD: Right. Well, thank you, M.

Swartz. That’s exactly what I...what I wanted to hear
because | saw--.

MARK SWARTZ: Well, the Board knows that. They

entered an order.

JOHN SHEFFI ELD: Wel |, but you have a docunent

in there that says it’s $323,000. But thank you for your
tinme.

MARK SWARTZ: But you’re not...you’re not being

Offered an election in that well. I mean, that’s why...I
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felt like | needed to say that, you know.

JOHN SHEFFI ELD: Sure. No problem

MARK SWARTZ: You’re not getting a second bite

at the apple. We’re not going to increase the ante by a
$100,000. I don’t think the Board would allow us to do
that even if we tried.

BUTCH LAMBERT: | think M. Sheffield would

agree with you.

JOHN SHEFFI ELD: I'm in agreement with, Mr.

Swartz. Thank you for your help.
MARK SWARTZ: Yeah. | think he |ikes that

answer, yeah.

JOHN SHEFFI ELD: Thank. ..t hank you for your

hel p.
BUTCH LAMBERT: Any questions---7?

MARK SWARTZ: Ot her than that, | have nothing

further?

BUTCH LAMBERT: Oh, I'm sorry. Any questions

fromthe Board?

MARY QUI LLEN: Just to kind of refresh ny nmenory

on the original itemwas just with those two units that
that was an adj ustnent on 5A and 1A

MARK SWARTZ: The |ine between Tracts 1 and 5.
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MARY QUI LLEN: With the line, that’s...that was

where the adjustnent was on just that area?

MARK SWARTZ: Correct.

MARY QUI LLEN: Ckay, thank you.

MARK SWARTZ: That was the mappi ng adj ustnent,

correct. And then we’ve got the second well that people
need. ..that being pooled that need to have an el ection
opportunity.

MARY QU LLEN: Right. Right.

BUTCH LAMBERT: Ms. Quillen nade the lightbulb

cone on, | guess, for nme to ask anot her question. Now,
Jjust so that we’re clear, it’s only the line between 5A
and 1A and that didn’t change any other lines below that,
1B or 1G didn’t go on through those units?

ANl TA DUTY: It did not.

BUTCH LAMBERT: Okay. Thank you. Any further

questions fromthe Board?

MARK SWARTZ: | neglected to ask Anita what the

standard lease terms are at the moment that you’re
of fering people for |eases. The Board needs to know
t hat .

ANI TA DUTY: Presently?

MARK SWARTZ: Yes.
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ANI TA DUTY: It is five dollars per acre per

year with a ten year paid up termand a one-eighth
royal ty.
MARK SWARTZ: Ckay.

ANI TA DUTY: That’s recoupable.

MARK SWARTZ: That’s recoupable. And would

reconmend those to the Board for the fol ks who m ght be
deemed to have been leased if they don’t elect some other
opti on here?

ANI TA DUTY: Yes.

MARK SWARTZ: That’s all I have.

BUTCH LAMBERT: | have a question. Explain to

me about recoupable. I mean, to me that’s means that
you’re going to get your money back.

ANI TA DUTY: Whatever the prepaynent that we

paid for the lease. If we pay you $200 in advance for
the | ease, once the well starts producing we wll recoup
t hat $200 back before you start receiving your royalty.

BUTCH LAMBERT: Real |l y?

SHARON PI GEON: The bonus?

BUTCH LAMBERT: The bonus?

ANl TA DUTY: The bonus.

BUTCH LAMBERT: You take it back?
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BILL HARRI S: So---7?

ANI TA DUTY: That’s...yeah, that’s what I’ve

been tol d.

BILL HARRIS: ---why do we call it a bonus now?

MARK SWARTZ: Because if you don’t drill the

wel I, you keep it.

BUTCH LAMBERT: And these...I’ll get you, Mr.

Sheffield. Hang on. So, it’s...these folks know up
front?

ANI TA DUTY: It has the | anguage in the | ease

that it is recoupable.

BUTCH LAMBERT: They’re explained...it’s

explained to those fol ks that we’re going to take your
noney back if we drill the wells?

SHARON PIGEON: I n the | ease.

ANI TA DUTY: I don’t...I don’t...that’s not my

job, but they should be telling themthat, yes.
SHARON Pl GEON. These are unl eased peopl e.

ANl TA DUTY: This is unl eased that woul d be

offered to any unl eased party, yes.

SHARON Pl GEON: We don’t hear this from any

other operators and you’re telling us these are the

normal terns that are being offered. | actually just got
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a...| asked again yesterday to nmake sure that | was
testifying to the proper amount and that’s what I was
tol d.

SHARON PI GEON: | nean, the recoupabl e aspect.

ANI TA DUTY: That was even...that was part of ny

emai | al so.

MARK SWARTZ: And I'm a lot older than Anita.

You know, I’ve seen leases that recoup these ki nds of
paynents...delay rental paynents and ot her paynents. You
know, just to be clear, if you give soneone $200 up front
when they sign a lease and you say 1it’s recoupable that
sinply neans that the first $200 of royalty that they
woul d ot herwi se earn they don’t get paid. It’s not

I ncorrect.

BUTCH LAMBERT: Onh, | understand that.

MARK SWARTZ: The way you were putting it it

sounds |i ke you were asking for a check. But what

recoupable means is it’s a credit against the royalty.

BUTCH LAMBERT: Yeah, we’re going to...we're

going to get our $200 back basically that’s what it
neans.

MARK SWARTZ: Exactly. Exactly.

BILL HARRI S: But it’s called a bonus and you
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woul d think a bonus in addition to, you know, or above,

you know.

MARK SWARTZ: | understand. But it’s---.

BILL HARRIS: Wll, we need to stop calling it a
bonus then I would think if we’re...if we’re going to
take that back. I mean, we use the language bonus. I’ve

al ways thought a bonus is extra over and above. Do you
see what I'm saying?

SHARON Pl GEON: When did you start doing that?

ANI TA DUTY: I don’t remember ever calling it a

bonus paynent. | said an up-front paynment for...a paid
up payment for ten years. I don’t remember ever calling
it a bonus. | could have, but [|---.

BILL HARRIS: Well, it could be ny inter-

pretation of what you said. But, you know, I’'m sorry if
t hat was i ncorrect.

ANI TA DUTY: It’s a prepayment for ten years for

five dollars an acre.

BUTCH LAMBERT: If you don’t drill the well,

they get to keep it, but if we drill the well we’re
getting it back?

ANI TA DUTY: Yes.

BUTCH LAVBERT: Ckay.
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SHARON PI GEON: When di d your testinony start

I ncl udi ng recoupabl e?

ANI TA DUTY: Al ways.

MARK SWARTZ: Well, it has been a whil e. |t

m ght have been a year

ANI TA DUTY: Didn’t we say it last month?

MARK SWARTZ: Ch, |ast nonth for sure. But |

think it has been probably a year. It has been a good
whi | e.
SHARON Pl GEON: W can check that, you know.

MARK SWARTZ: |t has been a whil e.

MARY QUI LLEN: | have just one question.
BUTCH LAMBERT: Ms. Quillen.

MARY QUI LLEN: Based on what we see frequently

is people saying, well, I don’t remember doing this or I
don’t remember that. We’re they are signing that lease,
does the person that actually gets that signature from
them do they go over this | anguage and expl ai n what
everything neans in that or is it just sort of this is
your lease and, you know, we’re going to give you the
$200 for a five year paid up or ten year paid up $200 or
do you know?

ANI TA DUTY: I can’t speak for...I know that’s
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what we---.

MARY QUI LLEN: But it seens to ne |ike based on

t he nunber of people that we have...over the years have
seen come in saying, well, I didn’t know that it was in
lease or I didn’t understand that I don’t remember that,
you know, that if they had taken just a little bit of
nore tinme to explain what that neans because everybody
may not understand that what recoupabl e neans or
that...you know, that it would be taken out or explain,
you know, that nmeans that the first $200 to your account
after production, you know, cones back to us to recoup
that $200. Just a little PRthing that would nake it a
little---.

ANI TA DUTY: | can relay your nessage, but |ike

I said that’s not my...that’s not my job.
MARY QUI LLEN: Yeah, I know. You’re---.

ANI TA DUTY: I mean, I don’t think that any...l|

mean, anything that we do that try to hide anyt hing.
mean- - - .

MARY QUI LLEN: Yeah, just making sure---.

ANI TA DUTY: But | will relay---.

MARY QUILLEN: ---to just kind of cover

yourself because when people come in we don’t know what
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has gone on behind the scenes, you know, when all of this
was taking place. Just like these folks this norning,
you know, we have no idea and this gentleman who doesn’t
remenber and he thinks it |ooks like his witing, but
he’s not sure about his wife, you know, those ki nds of
situation that would just, you know, nmake a little...nmake
themfeel alittle better.

MARK SWARTZ: | hate to...|l hate to be---.

MARY QUI LLEN: And | know --.

MARK SWARTZ: To have such a jaundi ce view of

human behavior, but, you know, let’s assume yOu put in an
agreenent | prom se not to cone into Court or before a
Board and say this isn’t my signature. I mean, you know,
| hear stuff on a daily basis. You only see the tip of

t he i ceberg.

MARY QUI LLEN: | understand that.

MARK SWARTZ: | understand that people shoul d

not be surprised by terns. But | guarantee that people
know they’re talking about eighth. They know they’re
talking about a period of time and they know they’re

tal ki ng about an up-front paynent of X dollars. Now,
this is a...I don’t know if you’ve seen any of the leases

t hat are executed---.
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MARY QUI LLEN: No, we have...we never see any of

t he | eases.

MARK SWARTZ: ---not just by us but by others,

but it’s pages of stuff, you know. There are so many
opportunities for people to say, | didn’t understand this
or I didn’t understand it.

MARY QU LLEN: |...1 realize that.

MARK SWARTZ: And Anita will certainly convey

t hat nessage. But, you know, | w sh there was a way t hat
we could enter into contracts so that we woul d never have
an argunent down the road.

MARY QUI LLEN: Exactly. But that’s not going to

happen. It’s human nature. I understand that. But---.

BUTCH LAMBERT: Anita, if you will carry that

nmessage, we woul d appreciate it. Thank you.

MARK SWARTZ: She will definitely carry that

nmessage.

ANl TA DUTY: | wll.

BUTCH LAMBERT: M. Sheffield.

JOHN SHEFFI ELD: Yes. | do want to make one
nore note, if | may. |In EE-14, the older of the two
wells, | did elect to be a carried interest and | guess
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this could be brought to the Board. As far as a vehicle
to understand how nuch production there is, you know,
where you’re at as far as your 200% because that’s what
you do in a carried such basis. I don’t know of any
vehicles that are out there to help sonebody follow that.
So, that’s something that naybe needs to be consi dered
by the Board as far as, you know, here’s the mcf and
here’s your percentage. You’wve got to go track that and
what are we...what are we paying, you know, and what’s
the going rate? | mean, do was have a standard as far as
an index we go by as far as paynent? | nean, do you use
the nature average on the wellhead pricing? I don’t
know. | nean, | know you have the Appal achi an
differential in there. I guess, you’ve got the Dominion
I ndex and things like that. Those are the things that we
kind of have to have in play and correct me if I'm wrong
on that, M. Asbury. Sorry, M. Asbury is busy.
(Inaudible). I didn’t intend that. Sorry, David. But
really...and I understand well now you’ve agreed to this.
Well, that was in |ieu of sonebody com ng and drilling
upon your property. I’'m not trying to argue that point.
All I'm trying to say 1s there’s really no way for

anybody to tract where they’re at, you know, and I
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understand the operator’s point because there’s nothing
there that tells themthey have to. So, you know, it nmay
be upon the state. I don’ know. That’s why I’'m bringing
It up to the Board.

BUTCH LAMBERT: Well, shortly, we’re getting to

| npl enent some on-line prograns that nmay hel p you do

that. Hopefully, we can roll those out in February.

That’s our goal. That you can go on-line from San

Antonio and check it yourself, hopefully. That’s our

goal. But if that don’t take care of your problem, we’ll

continue to work on it. Thank you for letting us know.
JOHN SHEFFI ELD: Ckay. Thank you for your tine.
BUTCH LAMBERT: Ckay.

DAVID ASBURY: M. Chairman, if I mght. This

Is just for record keeping of the Board and the staff
here. On this petition, we’ve got a petition of 1334-02.
We’re re-pooling it, which is not a problem The
problemlies in the drilling of the second well with this
re-pooling. |In the past, we have required the second
well to be its own docket nunber so that we can track it
properly. I know this is combined, but it’s combined
after a tine period. If it’s an initial pooling of a

unit and it has two wells, fine. But this one, there was
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a pooling and now there’s a re-pooling plus a second
well. So, the staff has a problemwth this not being a
separate docket itemto follow the pooling and tracking
of the second well in this unit.

BUTCH LAMBERT: Good point. Thank you, M.

Asbury, for pointing that out.

MARK SWARTZ: Well, let me address that, I don’t

think it’s a good point because I think when you issue a
pool i ng order pooling an Cakwood unit or a Mddle Ridge
unit or whatever and this historically...ny inpression
has been what we have been doing. If you’re going to
effect that unit by all ow ng anot her coal bed net hane wel |
to be drilled in that unit, you need to nodify the

original order so that we’re all in the same docket and

we’re on the same page. I don’t agree with that at all.
| mean, |...how can you pool the sane acreage tw ce for
coal bed nethane wells? | nean, | just...you know, and

you’ re going to...the people who were originally pool ed
are going to receive production out of this second well.
| mean, this nakes no sense to have two pooling orders
for one unit. | nean, |...you know, we have gone back
hi storically and anended wi th additional nunbers when we

drill additional wells and I...you know, if you’re going
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to track this stuff and keep track of this stuff, I think
It needs to be under the original docket and it needs to
have the hyphen so that people know what has happened to
the people in...that own these tracks in this unit.

DAVI D ASBURY: The hyphen would go with the

original pooling order for the first well if there’s a

di sbursenent or sonme acreage change and you woul d have to
redo it the second time. There’s no...there’s no history
of where we’ve re-pooled and put the second well at the
sane tine. W have pooled and re-pooled. But in this
case, what if there has been a disbursenent on the first
wel | already? Then, the second question is, how about
the elections that cone with the second well to be
drilled? So, historically, we have always had the second
docket nunber to track the second well in the unit.

MARK SWARTZ: I really feel that that’s

inaccurate. I mean, I feel that historically we’ve never
done this. I can...you know, I'm prepared to
go- - -.

ANl TA DUTY: CNX has never done that.

MARK SWARTZ: And I'm prepared to go back and

find you hundreds perhaps of exanples where we have

drilled the second well and if we want, you know, to
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offer...you know, if we want a second well and they’re
going to be elections, we’re back here under the sane
docket number. I mean, we’ve never done this before. I
can’t speak for anybody else. But---.

ANl TA DUTY: We’ve never...it’s never been an

i ssue until...l nmean, we had a di scussion between the
three of us. I mean, I’'m with Mark on the---.
MARK SWARTZ: | nean, this makes no sense to ne.

MARY QUI LLEN: | have one question. Has EE-14A

ever been pool ed?
MARK SWARTZ: No.
MARY QUI LLEN: Ckay.

MARK SWARTZ: But it doesn’t get pooled.

E- 14. .. EE- 14 has been pool ed.
DAVI D ASBURY: The unit.

MARK SWARTZ: The EE-14 well was drilled and now

we’re going to drill another well in this pooled unit and
share the revenue fromthat well anong the sanme people
that are receiving noney fromthe first well.

MARY QUI LLEN: And this happens to fall in that

1A and 5A where there was that change.
MARK SWARTZ: But that’s...I mean---.

JOHN SHEFFI ELD: That’s—.
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MARK SWARTZ: ~---that has...you know, that

could...what Anita and | are saying is that we have been
here on many occasions where there’s no mapping change.
There’s no nothing and the only reason we’re re-pooling
Is to drill a second well and allow that production to
occur and give people and el ection opportunity for that
second well. We’ve been here many, many times under the
ori gi nal docket nunber to do that and we’ve modified the
or der.

BUTCH LAMBERT: I guess we’ll need some---.

MARK SWARTZ: You know, and...you know, if | had

know this was going to conme up today---.

DI ANE DAVI S: What are sone of those docket

nunber s?

MARK SWARTZ: ---we would have brought, you

know, an example. We’ll bring you a list next...next
week.

DI ANE DAVI S: How many are there? | mean---.

MARK SWARTZ: Well, there have got to be tons.

ANl TA DUTY: Where we’ve added a second well?

DI ANE DAVI S: And pooled it.

MARK SWARTZ: There has got to be tons of them

I mean, I’'ve been here many---.
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ANI TA DUTY: Re-pooling...we have tons of re-

pool i ngs.

DI ANE DAVI S: I know you’ve tons of re-poolings.

And add the second wel | ?
ANI TA DUTY: And we put the second well in there

wthit.

DI ANE DAVI S: You could only give nme one docket

nunber the | ast tine.

ANI TA DUTY: You’re talking about the

(1 naudi bl e) Justus who has el ecti ons.

BUTCH LAMBERT: M. Asbury, are you aware of any

t hat has happened in the past---7?
DAVI D ASBURY: One.
BUTCH LAVBERT: One.

DAVI D ASBURY: But the difference...the

di fference being that CNX has a field unit order for
increase drilling with the Oakwood field and that’s done
with coalbed methane’s automatically with some of the
petitions. But for the pooling of a unit, there has only
been one to our know edge that has happened from CNX

Now, it may change.

ANI TA DUTY: You’re saying where we Jjust

specifically said we’re allowing an election?
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DAVI D ASBURY: Yes.

ANI TA DUTY: But that’s only because the way you

wanted me to do it. You’re tal king about EE-13?

DAVI D ASBURY: I’'m talking about this one. He

can be EE-13 as well. It does follow that. For tracking
reasons, the unit...the unit and the well get their
pooling a unit and it initially has one well. W follow
t hat docket item 01, 02 or 03 as disbursenents or things
change with that unit and wth those elections. If a
second well or an increased density well cones in, it has
its own docket number and that’s tracked with that

I ncreased density wel|.

MARK SWARTZ: Well, we’ll just go into our

records. | nean, |...as we sit here today, and | nean
maybe I'm up with the fairies, you know, and they will
come back and say I agree with you, but I think we’ve got
a lot of these where we...because we can’t offer people
as a conpany an el ection option. You know, when we drill
second wells and have to give people an el ection option,
we have to cone back to you to get an order that gives
them that time period. I mean, I...so, we’ll...you know,
we’ll go through our records. But, I mean, my

recol lection is it’s going to generate a pretty long
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list.

DAVI D ASBURY: Wl |, when you cone back to pool

t hose, you ask for another docket item

MARK SWARTZ: Boy, I don’t think so.

BUTCH LAMBERT: Okay. Well, let’s move on with

this one and ask that you produce those---.

MARK SWARTZ: We’1ll go back into our records and

we’ll...we’ll look at that.

BUTCH LAMBERT: ---records and the next

hearing. |Is that okay?
DAVI D ASBURY: Yes, sir.
BUTCH LAMBERT: Al right. So, | need a

motion...oh, I'm sorry. Mr. Swartz, anything further?
MARK SWARTZ: No.
BUTCH LAMBERT: M. Sheffield, anything further?
JOHN SHEFFI ELD: No.

BUTCH LAMBERT: | guess the notion that | would

ask for is that we...if | get a notion to approve...that
we approve on the condition that the...CNX w || supply
records of this being done many tines in the past.

MARK SWARTZ: We’1l...we’ll be back here on

Tuesday either confessing that |, you know, was up with

the fairies or here is the exanpl es.
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BUTCH LAMBERT: (Ckay. So, do | have a notion?

MARY QUI LLEN: Mbotion to approve.
BRUCE PRATHER: Second.

BUTCH LAMBERT: As...as stated?

MARY QUI LLEN: As stated. I’'m sorry, I

apol ogi ze. As stated.

BUTCH LAMBERT: (Ckay. A notion to approve. Do

| have a second?

BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al nmenbers signify by saying yes, but Katie
Dye. )

BUTCH LAMBERT: Qpposed, no.

KATIE DYE: I’11 abstain.
BUTCH LAMBERT: One abstention, M. Dye.

Calling docket itemtwenty-two, a petition from CNX Gas
Conmpany, LLC for the pooling of coal bed nethane unit
O 80. This is docket nunmber VGOB-10-1116-2849. Al

parties wishing to testify, please cone forward.
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MARK SWARTZ: Mark Swartz and Anita Duty.
BUTCH LAMBERT: You may proceed, M. Swartz.

MARK SWARTZ: If I could incorporate Anita’s

testinony fromthe prior hearing wwth regard to the
applicant, designated operator, her enploynent and
standard | ease terns, that woul d be hel pful

BUTCH LAMBERT: Accept ed.

MARK SWARTZ: Thank you.

ANI TA DUTY

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR, SWARTZ:

Q Anita, you need to state your nane for
us, again.

A Anita Duty.

Q And you’re still under oath?

A Yes.

Q Ckay. This is a pooling, correct?

A Yes.

Q Is it in the Nora?

A It is.
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Q How many acres in the unit?

A 58. 65.

Q How many wel | s?

A One.

Q Is it afrac well?

A Yes.

Q Is it in the drilling w ndow?

A Yes.

Q What did you do to notify people that we

were going to be having a hearing today?

A Mai l ed by certified mail return receipt
requested on Cctober the 15th, 2010. | published the
notice and |l ocation exhibit in the Bluefield Daily
Tel egraph on Cctober the 27th, 2010.

Q Are you going to provide M. Absury with
your certificates of service and proof of publication in

t hat regard?

A Yes.

Q When you publish, did you publish both
the notice and the little map Al?

A Yes.

Q Ckay. Do you want to add any respondents

t oday?
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A No.

Q Do you want to dism ss any?

A No.

Q What 1s the applicant’s standing in this

unit wth regard...as shown by Exhibit A page two?

A We’ve leased 100% of the coal claim,
56. 8457% of the oil and gas claimand seeking to pool
43. 1543% of the oil and gas claim

Q Have you provided the Board with a cost

estinate for this well?

A Yes.
Q What’s the amount?
A $303, 540. 12 with an estimated depth of
1, 809 feet.
Q Okay. You don’t have a...you do not have

a permt yet, correct?

A No permt. Yeah.

Q Ckay. |s escrowrequired in this unit?
A Yes. It’s actually Tracts 1A through 1U.
Q Ckay. And is this just traditional

conflicts?
A Yes. Well, | think there are sone actua

title conflicts in there maybe.
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Okay. Let’s look here. Just from a

qui ck review of Exhibit E. It looks Iike there all what

we woul d cal

A
Q

traditional conflicts, correct?

(I naudi bl e).
Ckay. Oh, | see. GCkay. Until we

get...so, it’s from 1A through---7?

addi ti onal

> O » O >» O »

Q

O > O >» O >

1R

---1R and then we’ve got---7?
1S and 1T, 4A---.

Have a title---?

---have a title issue, yes.

kay. Ckay. So, that woul d be an

reason in those two units, correct?

Yes.

O those two tracts?

Yes.

Are there any split agreenents?
Yes.

And those pertain to which tracts?
1F and 1G

And have you shown the people that are

subjected to the split agreenents in your Exhibit EE?

A

Yes.
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Q Ckay. Is it your opinion that a pooling
order pooling the folks that you’ve identified as
respondents coupled with the split agreenents, coupled
with the | eases that you have been able to obtain wll

protect the correlative rights of everyone?

A Yes.
Q Is it your opinion that drilling a frac
well in the drilling wndow of this O80 unit is a

reasonabl e way to devel op the coal bed net hane under this
Nora unit?
A Yes.

MARK SWARTZ: That’s all I have, Mr. Chairman.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbtion to approve.
BRUCE PRATHER: Second.

BUTCH LAMVBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(AI'l nmenbers signify by saying yes, but Katie
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BUTCH LAVMBERT: (pposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you, M. Swartz. |[|t’s

approved.
MARK SWARTZ: Thank you all.
SHARON Pl GEON: Do you abstain?

KATIE DYE: 1’11 abstain. I’m sorry.
BUTCH LAMBERT: One abstention Ms. Dye.

BILL HARRI S: I probably need to go to. I'11l

walt until he gets back so we’ll have coverage.

BUTCH LAMBERT: No, let’s just take a five

m nut e break because Sharon needs to go. W all need a
break. We’re going to take a five minute break. Five
minutes, please. We’re running way behind schedule.
(Break.)
BUTCH LAMBERT: (kay, | adies and gentl enen,

we’ll get started back. The next itemon the docket is

itemtwenty-three, a petition from Range Resources-Pi ne

Mountain, Inc. for a well |ocation exception for proposed

conventional gas well V-530299, docket nunber VGOB- 10-
1116-2852. Al parties wishing to testify, please cone

f orwar d
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TIM SCOTT: Tim Scott, @Gus Jansen and Phil Horn

for Range Resour

ces-Pine Mountain, Inc.

(GQus Jansen and Phil Horn are duly sworn.)

TI M SCOTT: Thank you.

BUTCH LAMBERT: You may proceed, M. Scott.

havi ng been duly

foll ows:

QUESTI ONS BY MR

PH L HORN

sworn, was exam ned and testified as

DI RECT EXAM NATI ON
SCOIT:

Q
name, by whom yo

A
manager for Rang
of ny job descri
permtted and dr

Q

A

Q
t he application?

A
Q

M. Horn, will you please state your
u’re employed and your job description?
My name is Phil Horn. I’'m the land

e Resources-Pine Muntain, Inc. and one
ptions is to get wells drilled...

11 ed.

Are you famliar with this application?
Yes, | am

Did you participate in the preparation of

Yes, | did.

Are you famliar with the ownership of
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the mnerals underlying this tract?

A Yes, | am

Q And who owns the oil and gas under this
unit?

A Range Resources-Pine Muwuntain, |Inc. owns

100% of the mneral, oil and gas rights in this tract.

Q Who operates well P-2107?
A EQT Producti on Conpany.
Q Do you al so participate in the operation

of that well?

A Yes, we do.

Q So, you’re both an owner and an operator,
is that right?

A Yes, we are.

Q How was notice of this hearing provided
to the parties |isted on Exhibit B?

A By certified mail.

Q We’ve provided proof of that mailing to
t he Board?

A Yes, you have.

TIM SCOIT: That’s all I have from Mr. Horn.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)
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BUTCH LAMBERT: You may continue, M. Scott.
TI M SCOTT: Thank you.

GUS JANSEN

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR SCOIT:

Q Mr. Jansen, your name, by whom you’re
enpl oyed and your job description.
A My name is Gus Jansen. I’'m employed by

Range Resources-Pine Muwuntain, Inc. as the manager of

geol ogy.
Q Are you famliar with this application?
A Yes, | am
Q And would please tell the Board why we’re
seeking a well |ocation exception today?
A Yes. |If the Board will refer to Exhibit

AA, you’ll see the location of proposed well 530299.

This well is being positioned due to topographic
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restraints and to keep us a feasible location. [If we
were not able to drill this well at this |ocation, we

woul d result in approximtely 110.08 acres of stranded

acr eage.
Q What’s the proposed depth of this well?
A 6, 403 feet.
Q And the potential |oss of reserves if the

application were not granted?

A 450 mllion cubic feet of gas.

Q So, in your opinion, if this application
Is granted, it would prevent waste, protect correl ative
ri ghts and pronote conservation, is that correct?

A That is correct.

TIM SCOTT: That’s all I have for Mr. Jansen.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Scott?

TIM SCOIT: That’s all | have, M. Chailrnan.
BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbtion to approve.
BRUCE PRATHER Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
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(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
(AI'l nmenbers signify by saying yes.)
BUTCH LAVBERT: Qpposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you, Mr. Scott. It’s

approved.
TI M SCOTT: Thank you.
BUTCH LAMBERT: Calling itemtwenty-four on the

docket. 1It’s a petition from Range Resources-Pine
Mountain, Inc. for a well |ocation exception for proposed
conventional gas well V-530218, docket nunber VGEOB- 10-
1116-2853. Al parties wishing to testify, please cone
f orward

TIM SCOTT: Tim Scott, Gus Jansen and Phil Horn
for Range Resources-Pine Muntain, Inc.

BUTCH LAMBERT: You may proceed, M. Scott.

TI M SCOTT: Thank you.

PH L HORN
havi ng been duly sworn, was exam ned and testified as

foll ows:
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DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOIT:

Q Again, M. Horn, please state your nane,
by whom you’re employed and your Jjob description.

A Phil Horn. I’'m the land manager for
Range Resources-Pine Muwuntain, Inc. and one of ny job

duties to get wells ready...permtted and drilled to

produce- - -.
Q Are you famliar with this application?
A Yes, | am
Q And are the owners and the mnerals set

forth in Exhibit B?

A Yes, they are.

Q kay. Whuld you please tell the Board
who operates the wells fromwhich the off...the well
| ocati on exception is sought?

A 530217 is operated by Range Resources-
Pine Mountain, Inc. and it will eventually being turned
over to our partner Equitable. V-2266 is operated by
Equi t abl e Producti on Conpany. W al so have an interest
in that well. The well to the north, 21677, that’s a
100% owned Range well that we’ve recently acquired from

Chesapeake.
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Q So, you’re both an owner and an operator,
Is that right?

A That’s correct.

Q And how as notice of this hearing
provided to the parties |isted on Exhibit B?

A By certified mail.

BUTCH LAMBERT: It’s the wrong exhibit.

PH L HORN: Ch, okay.

BUTCH LAMBERT: You’re going to have to start

all over, Phil.
(Phil Horn passes out the exhibits.)
TI M SCOTT: Have they got it now?
AJS JANSEN: Yeah.

Q kay. M. Horn, again, would you pl ease
tell us if you’re familiar with this application?

A Yes, | am

Q Are you famliar wth the ownership of
the unit, is that right?

A Yes, we own a 100% of the oil and gas.
There’s a small portion of a third party of the o0il and
gas in the northeast corner.

Q And those owners are set forth on Exhibit
B, is that right?
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A That’s correct.

Q kay. \Who operates the wells from which
the well [ocation exception is sought today?
A 21677 to the north is operated by Range

Resources. B-530217 to the southeast is operated by
Range Resources. 2266 to the south is operated by
Equi t abl e Producti on Conpany. .. EQT Producti on.

Q So, again, you’re both an owner and

operator, is that right?

A That’s correct.

Q And notices of this hearing were provided
how?

A By certified mail.

Q We provided proof of that mailing to the

Board, is that right?

A Yes, you have.

TIM SCOTT: Okay. That’s all I have for Mr.
Hor n.

BUTCH LAMBERT: Any questions fromthe Board?

MARY QUI LLEN: M. Chairman, have just one

guestion. Wy could you not nove it to the west?
PH L HORN: M. Jansen will answer that

question, i1f that’s okay.
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MARY QUI LLEN: GCh, okay. Okay, sorry.

PH L HORN: Yes, ma’am.
MARY QUILLEN: | just go ahead of nyself. Ahead

of you all. I'm trying to move forward.
BUTCH LAMBERT: You may continue, M. Scott.
TI M SCOTT: Thank you.

GQUS JANSEN

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR SCOIT:

Q Mr. Jansen, your name, by whom you’re
enpl oyed and your job description?
A My name is Gus Jansen. I’'m employed by

Range Resources-Pine Muwuntain, Inc. as the manager of

geol ogy.
Q Are you famliar with this application?
A Yes, | am
Q And woul d you please tell the Board why

we’re seeking a well location exception today?
A Yes. Again, if the Board will refer to

Exhibit AA, vyou’ll see the location of a proposed well
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530218. This well has been |located at this location to
m nimze the anount of drained acreage that woul d be
otherwise left. If we nove the well to the west, we
woul d have to nove it probably in the range of about
1,000 feet to not be an exception with any of these

of fsetting wells and would result in any nore stranded

acreage the way we have it proposed now. And we do al so

propose additional drilling to the west at a future date.
Q How much acreage woul d stranded here?
A If we do not drill this well, this

acreage woul d | ose approxi mately 109. 42 acres.

Q And what’s the proposed depth of this
wel | ?

A The well depth is proposed at 4,858 feet.

Q And what woul d be the | oss of reserves if

t he application were not granted?

A 350 mllion cubic feet of gas.

Q And in your opinion, if this application
Is granted, it would prevent waste, pronote conservation
and protect correlative rights, is that correct?

A That is correct.

TIM SCOIT: That’s all I have, Mr. Chairman.

BUTCH LAMBERT: Questions fromthe Board?
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(No audi bl e response.)

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbotion to approve.
BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?

(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(AI'l nmenbers signify by saying yes.)

BUTCH LAMBERT: (pposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you, Mr. Scott. It’s
approved.

TI M SCOTT: Thank you.
BUTCH LAMBERT: Docket itemtwenty-five is a

petition from Range Resources-Pine Muntain, Inc. for a

wel |

wel |

| ocati on exception for proposed conventional gas

900012, docket nunber VGOB-10-1116-2854. Al

parties wishing to testify, please cone forward.

f or

TI M SCOTT: Phil Horn, GQus Jansen and Tim Scott
Range Resources-Pine Muuntain, |nc.

BUTCH LAMBERT: You may proceed, M. Scott.
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TI M SCOTT: Thank you.

PH L HORN
havi ng been duly sworn, was exam ned and testified as
fol |l ows:
DI RECT EXAM NATI ON
QUESTI ONS BY MR SCOIT:

Q M. Horn, your nanme, by whom you’re
enpl oyed and your job description, please?

A My name is Phil Horn. I’'m employed by
Range Resources-Pine Muwuntain, Inc. as | and nmanager and
one of ny job descriptions is to get wells cleared and

drill ed.

Q Are you famliar with this application?
A Yes, | am
Q Are you famliar wth the ownership of

the mnerals underlying this unit?

A Yes, | am

Q And are those individuals set forth on
Exhi bit B?

A That’s correct.

Q Who operates well nunber 826157

A Range Resources-Pine Mouuntain, Inc.
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Q And in this particular unit, again
you’ re both an owner and operator, is that right?

A That’s correct.

Q Now, in this unit, we do have sone
unknowns, is that correct?

A That’s correct.

Q And you’ve provided Mr. Asbury a letter
I ndi cati ng what efforts you’ve made to locate these

i ndividual s, is that right?

A I'm going to give it to them when we pool
It next.

Q Ckay. Ckay.

A Il will, yes.

TIMSCOIT: I’m ahead of myself, Ms. Quillen.

Q How do we...how do we notify the parties
| isted on Exhibit B of this hearing?

A By certified mail and al so published in
t he Di ckenson Star.

Q And we’ve provided proof of mailing and
proof of publication, is that correct?

A That’s correct.

TIM SCOTT: Okay. That’s all I have for Mr.

Hor n.
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BUTCH LAMBERT: M. Horn, what’s...what’s going

to be inthat letter that you give M. Asbury on---?

PH L HORN: It’s going to be my affidavit of due
dil i gence where on Tract 5 has sone unknowns and
unl ocat eabl es.

Q And, M. Horn, in this particular unit,
we’ve conducted a title search, is that right?

A That’s correct.

Q So, we’ve attempted to locate these
individuals and you’ve made an enquiry with all of the
heirs of these individuals or relatives that you could
| ocate, is that right?

A That’s correct.

TI M SCOTT: Ckay.

BUTCH LAMBERT: Any ot her questions fromthe

Boar d?

BRUCE PRATHER: I’ve got a question.

BUTCH LAMBERT: M. Prather.

BRUCE PRATHER Looking at your map here, it
| ooks |ike your well is sitting right under a major power
l'i ne.

QUS JANSEN: | was going to address that in ny

testinony. But that power |ine has been abandoned. That
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was a power

|l i ne operated by dinchfield Coal Conpany and

it’s no longer in service. It may a good location for a

wel |l right there though.

(Laughs.)

BUTCH LAMBERT: You may continue, M. Scott.

TI M SCOTT: Thank you.

GUS JANSEN

havi ng been duly sworn, was exam ned and testified as

foll ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOIT:

Q

Mr. Jansen, your name, by whom you’re

enpl oyed and your job description.

A

My name is Gus Jansen. I’'m empl oyed by

Range Resources-Pine Muwuntain, Inc. as the manager of

geol ogy.

Q Are you famliar with this application?

A Yes, | am

Q And please tell the Board why we’re
seeking a well |ocation exception for this particular
wel | ?

A. Again, referring to Exhibit AA this is
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the | ocation of well 900012. There is, in fact, no | egal

| ocation in this general vicinity to locate a well. W
have | ocated this well in the abandoned ri ght-of-way of
the power line. It was a suitable [ocation that we felt

li ke we could build a location there. COherwise, if we
were not able to drill on this |ocation would be
approxi mately 92.59 acres of stranded acreage |eft from
the offsetting drill wunit.

Q We had originally put in our application
that the proposed depth of this well was 5416 feet, is

that right?
A That is correct.
Q And that has changed, is that correct?
A That is correct.
Q Pl ease tell the Board why.
A That was the permtted depth, which would

have drilled the well to a depth through the Lower Huron,
Hori zon and we have since nade the decision to drill the
wel | shal l ower only through the Berea Horizon, which our
new depth will be 4,503 feet. I'm looking forward to
devel opi ng that Lower Huron is a horizontal unit in the
future

Q That is your testinony 4503?
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A That is correct.

Q Okay. What’s the potential loss of
reserves if this application is not granted today?

A 350 mllion cubic feet of gas.

Q And then if the Board grants our
application, prevent waste and protect correlative rights
and pronote conservation is that also correct?

A That is correct.

TIM SCOTT: That’s all I have for Mr. Jansen.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Scott?

TIM SCOIT: That’s all I have, Mr. Chairman.
BUTCH LAMBERT: Do | have a notion?

DAVI D ASBURY: M. Chai r man.

BUTCH LAMBERT: Ch, sorry, M. Asbury.

DAVI D ASBURY: The staff and the Board had

received a witten letter froma M. Tony Jones. He
wouldn’t be present today, would he?

PH L HORN: No, he’s not here.

DAVI D ASBURY: He asked to share this with the

Board. He has four comrents. One, about protection of

privately owned gas, royalty pooling and well...and the
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wel | nunber location in the past...l have one copy and |
wi |l nmake the Board additional copies, if you’d like.
He’s...he’s objecting to both petitions as presented of
2854. But as | read through his objections, | understand
that he’s at least a party with Range Resources.

PH L HORN: When is that letter dated? Does it
have a date?

DAVI D ASBURY: W received it Decenber the 10th,

2010.
PH L HORN: He nailed ne a | ease after that, |

believe. But, yes, he has | eased.

DAVI D ASBURY: Ckay. He goes through quite a

di ssertation here of the Virginia Gas and G| |aws that
have failed to protect ownership and that there’s several
wel | s that have been drilled near or on his property. He
says his point is that both wells would intercept the
property under current well spacing |aws and | arger
drilling units and would result in royalty paynents being
due, which is correct. He says one-eighth royalty
encunbered w th production and marketing expenses is
unfair. At the very least if an owner of gas rights is

forced to accept one-eighth, than it should be
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encunbered. He said in that point that he had no
authority to negotiate royalty. “I’ve heard all of the
argunent s about why the conpany deserves seven-ei ghts or
nore, but | amnot buying into that. Effectively, the
bottom line from Range Resources-Pine Muwuntain, Inc. was
take our offer or be force pooled. In ny opinion there
can be no good faith negotiations because the small gas
ri ghts owners had no | everage fromwhich to negoti ate and
Is forced to do so froma position of weakness
effectively favoring the gas conpanies. Because of the
inevitability of being force pooled, | signed a | ease

wi th Range Resources. | did so because | see this as the
best hope o0of seeing benefits from our gas rights.” It
says, “Mr. Horn, Range’s agent, made a proposal that
woul d nove wel |l 900012 cl oser to our property, thereby,
taken into 11.40 acres instead of the originally proposed
1.85 acres. M/ concern was that our property was being

| sol ated, which would | ock out any future production of
gas that would benefit us. M. Horn al so proposed a
second well for a |ater date on the southeast end of the
property taking the |arger acreage. Even with
concessions, | think we have suffered a | oss of potenti al

gas royalty taken fromus both by the before nentioned
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1977 wells and the spacing of the newy proposed wells.
My point is that a lot of 58.14 acres will yield no
royalty due to well spacing even though it may have
productive wells surrounding it. | think there is a need
to be...to find sone renmedy in the Virginia Gas | aws t hat
protect all small acreage and privately owned | ands Iike
ours.” The fourth point on the well, it says, “Though I
t hi nk nore acreage fromour property should be included
in the proposed well unit for 900012, | understand from
the company’s point of view why they wouldn’t want to
nove closer to the 1977 wells. | do not object to the
wel |l | ocation exception for this well especially if the
second proposed future well nentioned over can be
allowed. Again, ny primary concern is that our property
not be isolated and we will not be deni ed paynent for gas
that is rightfully ours. Respectfully, Tony Jones, 147
Bartlett Road, Haysi, Virginia.” He did ask that be put
into the record in his absence.

BUTCH LAMBERT: M. Horn, it sounds |like...even

though he’s not happy, you tried to work with him and we
appreci ate that.

PH L HORN: Well, he...people asked you what

happens if I don’t sign a lease and I explain to them the
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about pooling orders. They cone back and say, well, he
said that 1if I didn’t lease I would force pooling. He
asked nme a question and | gave himan answer.
(I naudi bl e.)

BUTCH LAMBERT: (kay. Any further questions?

TIM SCOTT: That was not a cram down though, M.
Horn, was it not? | nean, you gave him..you told him
what woul d eventual | y---.

PH L HORN.: Well, yes, he...yes.

TI M SCOIT: Yeah, okay. That’s all.

BUTCH LAMBERT: | understand fromthe letter

t hough that you noved the well to hel p accommbdate him
PH L HORN: Yes, initially, we were just barely

clipping his property. That’s correct.
BUTCH LAMBERT: okay.

PH L HORN: And he was a victimof a forner |ack
of spacing. The ‘77 wells that he’s referred to are
north of his property, which Range has nothing to do with
that. We...that’s not our...we couldn’t...that’s just
how it was at the tine.

BUTCH LAMBERT: Any further discussion or

questions fromthe Board?

(No audi bl e response.)

220



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbtion to approve.
BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
(AI'l nmenbers signify by saying yes.)
BUTCH LAMBERT: (pposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you, Mr. Scott. That’s

approved. Itemtwenty-six is a petition from Range
Resour ces-Pine Mountain, Inc. for establishnment of a
112.69 acre drilling unit and pooling of proposed well
900012, docket nunber VGEOB-10-1116-2855. Al parties
Wi shing to testify, please cone forward.

TOM MULLINS: M. Chairman, not to take things

out of order. I represent GeoMet and we’re fifty and

fifty-one on the docket. G ven the hour, before I cal

my folks to come down, I thought I’d ask whether it would

be best to tell themto cone back next week.

BUTCH LAMBERT: If the Board is okay, I’'d like
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totry to stay alittle |late today and---.

TOM MULLI NS: Ckay.

BUTCH LAMBERT: ---get through all if we can

because we’re so far behind and next week is going to put
us even further behind.

TOM MILLI NS: That’s fine.

BUTCH LAMBERT: So---.

TOM MULLINS: We’re willing to do it.

BUTCH LAMBERT: But that far down, I’m not for

sure.

TOM MULLI NS: That’s why I asked.

TIM SCOIT: That’s usually my position. I’'m

glad it’s not me.

SHARON PI GEON: Ask Ti m how you woul d handl e

this.

TIM SCOTT: You have to offer sonebody to give
t hem a new car.

(Laughs.)

SHARON Pl GEON: Maybe you can bribe Timto |et

you take over his spot.

BUTCH LAMBERT: It’s going to be a shot in the

dark, M. Scott, if we get there.
SHARON Pl GEON: Ask M. Kai ser how quickly his
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busi ness---.

BUTCH LAVBERT:

we get through yours?

SHARON PI GEON:

one?
(Laughs.)
JI M KAl SER: No.

Yeah, how...Jim how quick can

Can we conbine all of yours into

I'’d say it’s going to take me

about two hours roughly or nmaybe | ess.

DAVI D ASBURY:

have the keys to the conference

room if that nakes any difference.

BUTCH LAVBERT :

absolutely. Yeah, we’'ll

Yeah, we’ll go to 5:00

go to 5:00. If we have just a

few left, we’ll go a little further.

TOM MILLINS: |
BUTCH LAVBERT:

pr oceed.

only have two.

Ckay. Ckay, M. Scott, you may

PH L HORN

havi ng been duly sworn, was exam ned and testified as

foll ows:
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DI RECT EXAM NATI ON
QUESTI ONS BY MR SCOTT

Q M. Horn, would you pl ease state your
name, by whom you’re employed and your job description?

A My name is Phil Horn. I’'m land manager
for Range Resources-Pine Mouwuntain, Inc. and one of ny job
descriptions is to get these wells permtted and ready to

drill

Q So, this is the pooling of the well that
we just sought a well location exception on, is that
right?

A That’s correct.

Q And this unit is subject to statew de

spacing, is that correct?

A That’s correct.

Q So, it has a 112.69 acres, is that also
correct?

A That’s correct.

Q And Range Resources has drilling rights

inthis unit, is that right?
A Yes, we do.
Q Are we going to dismss any parties

|isted on Exhibit B-3 today?
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A Yes, we are. | passed out revised
exhibits, but Tony and Wanda Jones, Conrad Jones and G eg
Jones have signed | eases since we applied.

Q (kay. Have you attenpted to reach an
agreenment with the other parties responded?

A Yes, we have.

Q And what percentage of the unit does
Range Resources now have under | ease?

A 98. 3133333%

Q And how was notice of this hearing
provided to those parties |isted on Exhibit B?

A By notice was published in the D ckenson
Star and by certified nmail.

Q And we’ve provided proof of that...of
both to the Board, is that right?

A That’s correct.

Q Do we have unknown owners in this unit?
A Yes, we have.

Q And you had passed out a letter to M.

Asbury indicating what efforts you’ve made to locate
these parties, is that correct?
A Yes.

Q And due diligence was exercised, is that
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correct?
A Yes, it was.
Q (kay. |Is Range Resources authorized to

conduct business in the Commonweal t h?

A Yes, we are.

Q Is there a bl anket bond on file?
A Yes, there is.

Q And if you were able to reach an

agreenent with the individuals |isted on Exhibit B-3,
what woul d the terns be that you would offer to the
unl eased parties?
A Thirty dollars per acre for a five year
paid up | ease that provides for a one-eighth royalty.
Q And do you think this is a fair
conpensation for a lease in this are?

A In this area, yes, | do.

Q Ckay. \What percentage of the oil and gas

estate i s Range Resources seeking to pool today?

A 1. 6866667%

Q Ckay. And we indicated earlier that
we’ve got unknowns, is that right?

A That’s correct.

Q So, we’ve got an escrow requirement?
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A That’s right.
Q We’ve provided an Exhibit B and E with

our application, is that right?

A That’s correct.

Q What tract or tracts is subjected to
escr ow?

A Tract 5.

Q And what’s the percentage of the unit

subj ected to escrow?

A . 8433333%

Q Are you requesting the Board to pool the
parties who are unl eased?

A That’s correct.

Q Are you al so requesting that Range
Resour ces be nanmed operator for this unit?

A Yes, we are.

Q And what woul d be the address that
I ndi vi dual s who are nmaking elections with...send such
el ecti on responses?

A It woul d be Range Resources-Pi ne
Mountain, Inc., P. O Box 2136, Abingdon, Virginia 24212.

Q This is for all comrunications, is that

right?
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A That’s right.

TIM SCOIT: kay. That’s all I have for Mr.
Hor n.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)
BUTCH LAMBERT: You may continue, M. Scott.
TI M SCOTT: Thank you.

GQUS JANSEN

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR SCOIT:

Q Mr. Jansen, your name, by whom you’re
enpl oyed and your job description?

A My name is Gus Jansen. I’'m employed by
Range Resources-Pine Muwuntain, Inc. as the manager of
geol ogy.

Q Are you famliar with this application
Is that right?

A Yes, | am

Q And, again, would you tell the Board what
the...what the proposed depth of this well was?
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> O >

Q

costs, is that

A
Q

The proposed depth is 4,503 feet.
The estimated reserves?
350 mllion cubic feet of gas.

Are you also famliar wth the wel

right?

That is correct.

You al so signed the AFE that was provi ded

as an exhibit to our application?

A

o > O >» O

right?

> O > O >

Q

I s granted,

Yes, | did.

What’s the estimated dry hole costs?
$271, 328.

And the conpleted well costs?

$575, 780.

And you hel ped prepared the AFE, is that

That is correct.

And is there a charge for supervision?
Yes, there is.

And that’s a reasonable charge?

Yes, it is.

So, in your opinion, if this application

It would prevent waste, pronote conservation

and protect correlative rights, is that right?
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Jansen.

A. That is correct.

TIM SCOTT: Okay. That’s all I have for Mr.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbtion to approve.
BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?

(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(AI'l nmenbers signify by saying yes.)
BUTCH LAMBERT: (pposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you, Mr. Scott. It’s

approved.
TI M SCOTT: Thank you.
QUS JANSEN:. Thank you.
BUTCH LAMBERT: Two hours fromright now.
JIMKAISER | think | mght be able to do it in
less. I don’t have recoupment issues.
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BUTCH LAMBERT: Calling docket item..calling

docket itemtwenty-seven, a petition from EQl Production
Conmpany for nodification of the Nora Coal bed Gas units
82AT, 81AT, 45BH, 44Bl, 45Bl, 43BJ, 44BJ, 45BJ, 43BK
44BK, 45BK, 41BL, 42BL, 43BL, 44BL, 45BL, 50BK, 41BM
43BM 45BM 45BN, 44B0O, 45BO and 50BK, docket nunber
VAEB- 89- 0126-0009-73. Al parties wshing to testify,

pl ease cone forward.

JIMKA SER M. Chairman, JimKaiser, Eric

Strouth and Abby Tonki ewi cz on behal f of EQTI Production.
I nstead of being a smart al eck | probably shoul d have
told you that you didn’t to call all of those because we

eliminated eleven of those units as you’ll see on the
revi sed application page that we just provided you wth.

(Abby Tonkiewi cz and Eric Strouth are duly
sworn. )

BUTCH LAMBERT: You may proceed, M. Kaiser.

ERI C STROUTH

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR KAl SER:
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Q M. Strouth, could you state your nane
for the Board, who you’re employed by and in what
capacity?

A Eric Strouth. I'm employed by EQT and I
prepare exhibits for the force pooling and | ease
acqui sitions.

Q And would it be your testinony that
everybody who was required to be noticed of this hearing
by statute today received notice?

A Yes, they have.

JIM KAl SER Nothing further of this w tness at

this tinme, M. Chairnan.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: You may continue, M. Kaiser.

ABBY TOWKI EW CZ

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR, KAI SER

Q Ms. Tonkiewicz, if you could state your

name, who you’re employed by and in what capacity?
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A My nanme is Abby Tonkiewicz. | work at
EQT and I am a geol ogi st.
Q And you have testified before the

Virginia Gas and O | Board on nunerous occasions as to

our request for the right to drill increased density
wel | s?

A Yes, | have.

Q And an increased density well is a second

well within an already established coal bed net hane unit?

A Yes.

Q And you’ve prepared your usual package of
information to help illustrate your testinony today?

A Yeah.

Q If you’d go through that for the Board at
this point.

A Sure. This is the standard packet that

we use every nonth. On the first page is our production
summary. So, 2006 through 2010 and then our totals. In
2010, we drilled 26 wells. The cunul ative production was
315 mmtf. The rate was 9.59 mmtf a day. The next page
I's our nmonthly production, which | ooks the sane as any
other nonth, but is updated with the nost recent

production. As you can see, our gas rate...the increased
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production we get off of our infill wells hel ps offset,
you know, what little we see in decline on the original
well. So, we feel that it’s worth it for certain areas
and areas we choose to put themin that it helps with
production and effectively draining the reservoir. So,
on the next page is a map of the field. The grey units
are previously approved for infills and the green are
what we are requesting. I see there’s... maybe on ny
copy, but your copy too, it says December of 2010. It’s,
you know, this nonth because we pushed it back until now.
But...so, you can see where in the field, it’s two in
the northeast part of the field and then the remainder in
the central part of the field. So, these are areas where
we’ve seen good production on our original wells and
other infill wells that we have drilled in the area.
Al though, infill wells that we are requesting are
I ncreased density wells. There are already original
wells wthin those units. So, we’ve seen good production
and we believe that drilling an infill will help nore
adequately drain the reservoir. Just SO you can see
exactly what the unit nunbers are, | nmade a snapshot on
t he next two pages that showed you a zooned in of the

grid units. And then the |ast page is the increased
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density wells we’re requesting for the middle part of the
field. And in conclusion, we feel that, you know,
we’'re...these are the best use of our money to drill
these infill wells...increased density wells in these
areas where we’ve seen good production. We feel that it
will be beneficial and it will protect the correlative
rights.

MARY QUI LLEN: M. Chairman, | have just one

guestion for Abby.
ABBY TOWKI EW CZ: Sure.
MARY QUILLEN: On this...it looks |ike you al

are working on certain section that you are expandi ng.
Is that true?

ABBY TOWKIEWCZ: It is. Cenerally, in sone

cases. | nmean, once we---.

MARY QUI LLEN: There’s a few little white spots

every now and then that---.

ABBY TOWI EW CZ: Yeah, there’s areas where, you

know, we’ve...we’ve seen good production on those
infills. So, you know, based on the geol ogy and what we
see fromout maps that we feel that, you know, going, you
know, a bit further over we’ll see potentially the same

results as right next toit. So, yeah---.
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MARY QUI LLEN: Thanks.

BRUCE PRATHER: Mr. Chairman, I’ve got a

questi on.

BUTCH LAMBERT: M. Prather.

BRUCE PRATHER: What percentage of your

previously approved unit shave you drilled or have you
got these all drilled up and these are in addition to
t hat .

ABBY TOWKIEWCZ: In the mddle of the field, we

have a good nunber of infill wells just because those
are...you know, are older wells where we have nore
producti on and we have nore results.

BRUCE PRATHER Yeah. But have you drilled two

wells on those?

ABBY TOWIEWCZ: Yeah. A large majority of

them yes, we have---.
BRUCE PRATHER Ckay.
ABBY TOWKIEWCZ: ---drilled infill wells and

we feel that (inaudible) would be hel pful for those
areas. So...and we all...you know, we don’t get too far
ahead. W like to, you know, test a couple of infill
areas. |If we see good production on those infills and we

don’t see a real decline on the originals, then we say,
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you know, this...you know, we’ve got a good spot. Let’s
continue and drill nore. So---.

BRUCE PRATHER: Ckay.

BUTCH LAMBERT: Any ot her questions fromthe

Boar d?
(No audi bl e response.)

BUTCH LAMBERT: | guess, we could...M. Kaiser,

we have a new application sheet with the ones that you’re
testifying to today mnus the ones that | read.

JIM KAl SER. Yes, sir.

BUTCH LAMBERT: Okay. So, I’'d like to read in

for the record the ones that we are review ng today.
We’re talking about unit 82AT, 81AT, 45BH, 44BK, 45BK,
41BL, 43BL, 44BL, 45BL, 45BM 45BN and 50BK. Is that
correct?

JIM KAl SER. Yes, sir.

BUTCH LAMBERT: For the record, those are the

ones that we are discussing. Anything further, M.
Kai ser ?

JI M KAI SER: We’d ask that the application be

approved as submtted, M. Chairman.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbtion to approve.
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BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
(AI'l nmenbers signify by saying yes.)
BUTCH LAMBERT: (pposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you, Mr. Kaiser, it’s

approved. We’re calling docket item twenty-eight, a
petition from EQT Producti on Conpany for pooling of

coal bed net hane unit VG 356552, docket nunber VGOB-10-
1116-2856. All parties wishing to testify, please cone
forward

JIMKA SER M. Chairman, JimKaiser and Rita

Barrett on behalf of EQI Production Conpany.
(Rita Barrett is duly sworn.)

BUTCH LAMBERT: You may proceed, M. Kaiser.

238



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

R TA BARRETT

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR KAI SER

Q Ms. Barrett, if you’d state your name for
the Board, who you’re employed by and in what capacity.

A My name is Rita McGlothlin Barrett. I’'m
enpl oyed by EQT Production Conpany as regional |and
manager of Virginia.

Q Do your responsibilities include the |and
I nvol ved here and in the surround area?

A Yes.

Q Are you familiar with EQT’s application
seeking to pool any unleased interest in the unit for
wel | nunber VC- 536552, which was dated Cctober the 15th,
20107

A Yes.

Q Does EQI own drilling rights in the unit
I nvol ved here?

A W do.

Q Now, prior to the filing of the

application, were efforts made to contact each of the
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respondents owning an interest in the unit and an attenpt
made to work out a voluntary | ease agreenent with each?
A Yes.
Q What’s the interest under lease to EQT in

the gas estate within the unit?

A 81. 1723333333,

Q And in the coal estate?

A 100%

Q Are all unleased parties set out at

revised Exhibit B-3, | guess?

A They are.

Q Ckay. And why are we filing these
revi sed exhibits?

A Because we found additional parties

apparently or---.

Q Do you have a copy of it?

A No, I don’t. Eric, I need to see that,
please. | think we | eased additional parties. Dd we
| ease?

ERI C STROUTH: Yes, | eased.

Q kay. So, we need to amend that
t esti nony.

A Yes, we | eased additional parties.
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Q Al right. So, what percentage of the
gas estate is under to equitable now?

A 87.13033.

Q And what percentage of the coal estate?
It’s still a 100, obviously. And what percentage of the
gas estate remai ns unl eased?

A 12. 86966.

Q So, you picked up about an additional 6%

of the gas estate?

A That’s correct.

Q kay. Good job. Any unknowns in this
unit?

A No.

Q I n your professional opinion, was due

diligence exercised to | ocate each of the respondents
naned at revised Exhibit B?

A Yes.

Q Are the addresses in revised Exhibit B
to the best of your know edge, the | ast known addresses
for the respondents?

A Yes.

Q Are you requesting this Board to force

pool all unleased interest listed at revised Exhibit B-3?
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A | am

Q Are you famliar with the fair market
value of drilling rights in the unit here and in the
surroundi ng area?

A Yes.

Q Coul d you advi se the Board as to what
t hose are?

A Yes. Twenty-five dollars per acre for a
paid up bonus for a give year termand a one-eighth
royal ty.

Q Dd you gain this famliarity by
acquiring oil and gas | eases and coal bed net hane | eases
and ot her agreenents involving the transfer of drilling
rights in the unit involved here and in the surroundi ng
area?

A Yes.

Q And in your opinion, do the terns that
you’ve just testified to represent the fair market wvalue

and fair and reasonabl e conpensation to be paid for

drilling rights within this unit?
A Yes.
Q Now, as to those respondents who are

|isted at revised Exhibit B-3 who renmain unl eased, do you
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agree that they be allowed the follow ng statutory
options wth regard to their interest: 1)Participation;

2) a cash bonus of five dollar per...well, twenty-five
dollar paid up per net mneral acre plus a one-eighth of
eight-eights royalty; in lieu of a cash bonus and one-
eighth of eight-eights royalty share in the operation of
the well on a carried basis as a carried operator under
the followng conditions: Such carried operator shall be
entitled to the share of production fromthe tracts
pool ed accruing to his or her interest exclusive of any
royalty or overriding royalty reserved in any | eases,
assignnents thereof or agreenents relating thereto of
such tracts, but only after the proceeds applicable to
his or her share equal, A) 300% of the share of such
costs applicable to the interest of the carried operator
of a leased tract or portion thereof; or B) 200% of the
share of such costs applicable to the interest of a
carried operator of an unleased tract or portion thereof?

A Yes.

Q Do you recommend that the order provide
that elections by respondents be in witing and sent to
t he applicant at EQT Producti on Conpany, P. O Box 23536,
Pi ttsburgh, Pennsylvania 15222, Christy Shannon and/ or
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Alma Tal |l man, Attention?
A Yes.
Q Do you recommend that the order provide

that if no witten election is properly nmade by a

respondent, then such respondent shoul d be deened to have

el ected the cash royalty option in [ieu of any
partici pation?

A Yes.

Q Shoul d the unl eased respondents be given

30 days fromthe date they receive the recorded Board
order to file their witten el ections?

A Yes.

Q I f an unl eased respondent elects to
participate, should they be given 45 days to pay the
applicant for their proportionate share of actual well
costs?

A Yes.

Q Shoul d the applicant be allowed a 120
days follow ng the recordation of the Board order and
thereafter annually on that date until production is
achi eved, to pay or tender any bonus or delay rental
becom ng due under the force pooling order?

A Yes.
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Q Do you reconmmend that the order provide
that if a respondent elects to participate but fails to
pay their proportionate share of well costs then that
el ection to participate should be treated as havi ng been
w t hdrawn and voi d and such respondent should be treated
as if noinitial election had been filed under the order?

A Yes.

Q Do you recommend that the order provide
that where a respondent elects to participates but
defaults in regard to paynent of actual well costs any
cash sum becom ng payable to that respondent be paid by
the application within 60 days after the | ast date on
whi ch the respondent coul d have paid their costs?

A Yes.

Q Does the Board need to establish an
escrow account for this unit?

A Yes. You need to escrow Tracts 3, 4, 5,
6 and 8.

Q And who shoul d be naned operator under
any force pooling order?

A EQT Producti on Conpany.

Q What’s the total depth of this proposed

wel | ?
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A. 2,000 feet.

Q The estimated reserves over the life of
the unit?

A 300 million...I'm sorry, 350 million
cubic feet.

Q Now, has an AFE been revi ewed, signed and

submtted to the Board as Exhibit C?

A Yes.

Q In your opinion, does it represent a
reasonabl e estimate of well costs?

A Yes.

Q Coul d you state both the dry hole costs
and conpleted well costs for this well?

A Yes. The dry hole costs are $188, 133.
The conpleted well costs are $404, 630.

Q Do these costs anticipate a multiple
conpl etion?

A Yes.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q I n your professional opinion, would the

granting of this application be in the best interest of
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conservation, the prevention of waste and the protection
of correlative rights?

A Yes.

JIM KAl SER Nothing further of this wi tness at

this tinme, M. Chairnan.

BUTCH LAMBERT: Any questions fromthe Board?

MARY QUI LLEN: | just have one question, M.

Chai r nan.

BUTCH LAMBERT: Ms. Quill en.

MARY QUI LLEN: You use the word bonus. In

earlier testinony, we had a discussion about that. Does
that nean that---?

RI TA BARRETT: They keep it.

MARY QUI LLEN: Ckay.

BRUCE PRATHER: Yours isn’t recoupable?

RI TA BARRETT: It is not recoupable. They keep

t he noney.

BUTCH LAMBERT: Ms. Dye, did you have a

questi on?
KATI E DYE: Yes.
BRUCE PRATHER: Yours is a true bonus?

RI TA BARRETT: I'm sorry?

BRUCE PRATHER: Yours is a true bonus?
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Rl TA BARRETT: Yes, sir.
BRUCE PRATHER: Ckay.
BUTCH LAMBERT: Ms. Dye.

KATI E DYE: Just a comment. | noticed this on
t he docket, the first two nunbers of the well nunber is
reversed.

RI TA BARRETT: Yeah, there’s a typo on the

docket. That...that correct well nunber is actually
536552.

JI M KAI SER: Actually, there’s several of those

as we nove forward on here today.

BUTCH LAMBERT: That’s the first m stake he ever

made.

JI M KAI SER: That’s right. You’ve got to make

one someti ne.

BUTCH LAMBERT: That’s right. The first one T

made today was eating lunch at the e MII.

RI TA BARRETT: Yeah, ne to.

JIMKAISER: If I've got to jump up and run,

you’ 1l know why.
RI TA BARRETT: Me too because we had t he sane

t hi ng.
JIM KAl SER W had the special and ny stonach
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I's making a | ot of noise.

SHARON Pl GEON: Are you sure you don’t want to

conbi ne these?

JIM KAI SER: I’'ve got some that I’'d might be

able to.

BUTCH LAMBERT: Anything further, M. Kaiser?

JI M KAI SER: We’d ask that the application be

approved as submtted with the revised exhibits, M.
Chai r man.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbtion to approve.
BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
(AI'l nmenbers signify by saying yes.)
BUTCH LAMBERT: Qpposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you, M. Kaiser. 1It’s

approved. We’re calling docket item twenty-nine. A

petition from EQT Producti on Conpany for pooling of
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coal bed met hane unit VG 537796, docket nunber VGOB-10-
1116-2857. Al parties wishing to testify, please cone
f or war d

JIM KAl SER. M. Chairman, again, Jim Kaiser and

Rita Barrett. And M. Strouth will be handi ng out sone
revised exhibits. | guess, this extra nonth del ay
has...I think we’re going to have revised ones for almost
everyone of these poolings. This extra nonth delay has
all oned us, | guess, additional tine to continue to try
to | ease these unl eased parties and actually get sone

| eases.

BUTCH LAMBERT: Al right. W should do that

nore often.
(Laughs.)
SHARON PI GEON:  No.

BUTCH LAMBERT: You may proceed, M. Kaiser.
JIMKAISER Al right.
RI TA BARRETT

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR, KAI SER

Q Ms. Barrett, who are you enpl oyed by and
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I n what capacity?

A EQT in the dintwod, Virginia office as
regi onal |and manager.

Q Are you famliar wth our application
seeking to pool any unleased interest in this unit?

A | am

Q Does Equitable own drilling rights in the
unit invol ved here?

A W do.

Q Prior to the filing of the application
and after the filing of the application, did you continue
to make efforts to attenpt to work out a voluntary | ease
agreenent wth each of the folks owning an interest in
this unit?

A Yes.

Q Okay. You’ve got your revised exhibit
this time. Wat is the current interest under |lease to

EQT in the gas estate?

A 73. 15250%

Q A 100% of the coal estate is under |ease?
A Correct.

Q Al'l unl eased parties are set out in

revi sed Exhibit B-3?
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A Yes.

Q So, what percentage of the gas estate
remai ns unl eased?

A 28...1'm sorry, 26.8475%.

Q So, you pick up about another 10%

That’s good.

A Correct.

Q There are no unknowns in this unit,
correct?

A Correct.

Q So, in your opinion, due diligence was

exercised to | ocate each of the respondents naned?
A Yes.
Q Are you requesting this Board to force

pool all unleased interest listed at revised Exhibit B-3?

A Yes.
Q Again, are you famliar with the fair
mar ket value of drilling rights in the unit here and in

t he surroundi ng area?

A | am

Q Coul d you advise the Board as to what
t hose are?

A Yes. Twenty-five dollars per acre for a
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five year term...I’'m sorry, a twenty-five dollar bonus
paid up for a five year termand one-eighth royalty.

Q In your opinion, do the terns that you
just testified represent the fair nmarket value of and the
fair and reasonabl e conpensation to be paid for drilling
rights wwthin this unit?

A Yes.

JIM KAl SER: Mr. Chairman, at this time, I’d ask

that we’d be allowed to incorporate the testimony taken
just previously in docket nunber -2856 regarding the
statutory el ection options afforded any unl eased parties
and their tinme periods and such in which to nmake those.

BUTCH LAMBERT: Did you say 28567?

JIMKAISER | believe it was. Nunber twenty-

eight, yeah. That’s the last four numbers.
BUTCH LAMBERT: Oh, oh, I'm sorry. I was On a

different line. Accepted.

Q Ms. Barrett, does the Board need to
establish an escrow account for this unit?

A Yes. For Tracts 3, 4 and 5.

Q Ckay. And who shoul d be naned operat or
under any force pooling order?

A EQT Producti on Conpany.
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Q The total depth of this well?

A 2,374 feet.

Q The estimated reserves over the life of
the unit?

A 300 mllion cubic feet.

Q Has an AFE been revi ewed, signed and

submtted to the Board as Exhibit C?

A Yes.

Q In your opinion, does it represent a
reasonabl e estimate of well costs?

A It does.

Q Coul d you state the dry hole costs and
conpleted well costs for this well?

A Yes, dry hole costs are $1445, 430. 80.
Conmpl eted well costs are $344, 170. 46.

Q Do these costs anticipate a multiple
conpl etion?

A Yes.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q I n your professional opinion, wuld the

granting of this application be in the best interest of
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conservation, the prevention of waste and protection of
correlative rights?

A Yes.

JIM KAISER Nothing further of this w tness at

this tinme, M. Chairnan.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JI M KAI SER: We’d ask that the application be

approved with the revised set of exhibits reflecting the
addi ti onal | eases.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve with the

revi sed exhi bits.

BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
(AI'l nmenbers signify by saying yes.)
BUTCH LAVBERT: (pposed, no.

(No audi bl e response.)
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BUTCH LAMBERT: Thank you, Mr. Kaiser. 1It’s
approved.

JI M KAl SER. Thank you.

RI TA BARRETT: Thank you.

BUTCH LAMBERT: Cal ling docket item nunber
thirty. A petition fromEQI Producti on Conpany for
pool i ng of coal bed net hane unit VC- 537194, docket nunber
VAEB- 10-1116-2858. Al parties wishing to testify,
pl ease cone forward.

JI M KAl SER Again, M. Chairman, Jim Kai ser and

Rita Barrett on behalf of EQT Production Conpany. M.
Strouth is just handing out the mne works maps. W

don’t have any revised exhibits for this one.

BUTCH LAMBERT: (Ckay. You nay proceed.

R TA BARRETT

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR, KAI SER

Q Ms. Barrett, are you famliar with the
application we filed seeking to pool any unl eased

interest in this unit?
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A | am

Q And does EQT own drilling rights in the
unit invol ved here?

A W do.

Q And prior to the filing of the
application, have you attenpted to contact each
respondent and attenpt to work out a voluntary | ease
agreenment with each?

A Yes.

Q What percentages of the gas estate is

under | ease to EQI?

A 89. 685%

Q And the coal ?

A 100%

Q Are all unleased parties set out in B-3?
A Yes.

Q So, 10.315% remai ns unl eased in the gas

estate?

Correct.

That’s what we’re pooling, right?
Yes.

There’s no unknowns in this unit?

> O >» O >

Correct.
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Q Are you requesting this Board to force

pool all unleased interest listed at Exhibit B-3?

A | am
Q Again, are you famliar with the fair
mar ket value of drilling rights in the unit and in the

surroundi ng area?

A Yes.

Q Coul d you advi se the Board as to what
t hose are?

A Yes. Twenty-five dollars per acre for a
five year paid up termand a one-eighth royalty.

Q Your terms...in your opinion, do the
terms that you just testified to represent the fair
mar ket value of and the fair and reasonabl e conpensati on
to be paid for drilling rights within this unit?

A Yes.

JI M KAl SER: Mr. Chairman, again, we’d ask to be

allowed to incorporate the election testinony first taken
I n docket nunber 2856.
BUTCH LAMBERT: Accept ed.

Q Ms. Barrett, does the Board need to
establish an escrow account for this unit?

A Yes. As for Tracts 2, 3, 4, 5, 6, 7 and
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Q

kay. And who shoul d be naned oper at or

under any for any force pooling order?

A
Q
A
Q
the unit?

A
Q

EQT Producti on.
The total depth of this proposed well?
2,211 feet.

The estimated reserves over the |ife of

325 mllion cubic feet.

Has t he AFE been signed, reviewed and

submtted to the Board as Exhibit C?

A

Q
of well costs,

A

Q
conpl eted wel |

A
Compl et ed wel |

Q
conpl eti on?

A

Q

Yes.

Does it represent a reasonable estinmate

I n your opinion?

It does.

State both the dry hole costs and

costs for this well.

Yes, dry hole costs are $123, 709. 90.

costs are $379, 454. 19.

Do these costs anticipate a multiple

Yes.

Does your AFE include a reasonabl e charge
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for supervision?

A Yes.

Q I n your opinion, would the granting of
this application be in the best interest of conservation,
the prevention of waste and the protection of correlative
ri ghts?

A Yes.

JIM KAl SER Nothing further of this wi tness at

this tinme, M. Chairnan.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JI M KAI SER: We’d ask that the application be

approved as subm tted.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbtion to approve.
BRUCE PRATHER: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(AI'l nmenbers signify by saying yes.)
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BUTCH LAVBERT: (pposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you, Mr. Kaiser. 1It'’s

approved. Calling docket itemthirty-one, a petition
from EQT Production Conpany for pooling of coal bed

met hane unit VCl -538311, docket nunber VGOB-10-1116-2859.
Al parties wishing to testify, please cone forward.

JIMKA SER M. Chairman, JimKaiser and Rita

Barrett, again, on behalf of EQI Production Conpany.
BUTCH LAMBERT: You may proceed, M.---.

JIM KAl SER W do have revised exhibits again.

RI TA BARRETT: It’s an address change.

JIM KAl SER Ckay. These revised exhibits just

refl ect a change of address?

R TA BARRETT: Yes.

JI' M KAI SER: Okay. So, there’s no additional

| eases.

R TA BARRETT

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR, KAI SER
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Q Are you famliar wth our application

seeking to pool any unleased interest in this unit?

A | am

Q And this is actually an increased density
well, is that correct?

A That’s correct.

Q And the first well has already been

drilled and this is actually the second pooling for this
unit?

A That’s correct.

Q Ckay. Does EQT own drilling rights in
the unit involved here?

A W do.

Q Prior to the filing of the application
were efforts nade to contact each of the respondents and
an attenpt nade to work out a voluntary | ease agreenent
wi th each?

A Yes.

Q What percentage of the gas estate is

under | ease to EQI?

A 99. 18%
Q And the coal estate?
A 100%
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Q So, 0.82%of the gas estate renains

unl eased?
A Correct.
Q Are there any unknowns in this unit?
A No.
Q Are you requesting this Board to force

pool all unleased interest listed at Exhibit...revised

Exhibit B-3, | guess?

A Yes.
Q Are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A | am

Q Coul d you advi se the Board as to what
t hose are?

A Yes. Twenty-five dollar per acre bonus
for a five year termand a one-eighth royalty.

Q In your opinion, do the terms you’ve
testified to represent the fair market val ue of and the
fair reasonabl e conpensation to be paid for drilling
rights wwthin this unit?

A Yes.

JI M KAl SER: Mr. Chairman, we’d again ask to be
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allowed to incorporate the election testinony taken in
2856.
BUTCH LAMVBERT: Accept ed.

Q Ms. Barrett, does the Board need to
establish an escrow account for this unit?

A Yes. Escrow on Tracts 1, 3, 4 and 5.

Q And who shoul d be naned operator under

any force pooling order?

A EQT Producti on Conpany.

Q The total depth of the well?

A 2,406 feet.

Q The estimated reserves over the life of
the unit?

A 200 mllion cubic feet.

Q Has an AFE been revi ewed, signed and

submtted to the Board as Exhibit C?

A Yes.

Q I n your opinion, does it represent a
reasonabl e estimate of well costs?

A It does.

Q Coul d you state both the dry hol e costs
and conpleted well costs for this well?

A Yes, dry hole costs are $160, 740. The
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conpl eted well costs are $377, 960. 74.

Q Do these costs anticipate a multiple
conpl etion?

A Yes.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q I n your professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection
of correlative rights?

A Yes.

JIM KAl SER Nothing further of this w tness at

this tinme, M. Chairnan.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Ms. Barrett, is VC-536630 is

that permtted or existing well?

RI TA BARRETT: I'm sorry?

BUTCH LAMBERT: Well...on your...on your plat

has got proposed VC-536630 down in the southeast. |Is
that already drilled?

RI TA BARRETT: That’s actually not proposed. I
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1 think that well is drilled.

2 BUTCH LAMBERT: Well, I couldn’t tell from the

3 legend. You can’t tell if it’s colored or---.

4 RITA BARRETT: It’s...it’s...that’s the well

5 that we’re twinning with this increased density well

6 BUTCH LAMBERT: (kay. So, that one is drilled?
7 It’s not a proposed well?

8 RI TA BARRETT: Correct.

9 BUTCH LAVBERT: Ckay.

10 JIM KAISER My guess is they just never changed

11 the plat. They just colored in the circle as drilled
12 well and didn’t take the proposed.
13 BUTCH LAMBERT: Okay. Any further questions

14 fromthe Board?

15 (No audi bl e response.)
16 BUTCH LAMBERT: Anything further, M. Kaiser?
17 JI M KAI SER: We’d ask that the application be

18 approved with the revised exhibits.

19 BUTCH LAMBERT: Do | have a notion?

20 MARY QUI LLEN: Motion to approve with revised
21 exhibits.

22 BRUCE PRATHER Second.

23 BUTCH LAMBERT: | have a notion and a second.
24
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Any further discussion?

(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by
sayi ng yes.

(AI'l nmenbers signify by saying yes.)

BUTCH LAVBERT: Qpposed, no.

(No audi bl e response.)

BUTCH LAMBERT: Thank you, Mr. Kaiser. 1It’s
approved.

JI M KAl SER. Thank you.

BUTCH LAMBERT: Calling itemthirty-two on the
docket, a petition from EQI Production Conpany for

pool i ng of horizontal conventional gas unit VH 539983,
docket nunber VGOB-10-1116-2860. Al parties wishing to
testify, please cone forward.

JIM KAISER. Jim Kai ser and Rta Barrett, again,

on behal f of EQI Production. GCkay, M. Strouth is going
to hand out sone revised set of exhibits that indicate or
il lustrate both address changes and additional | eases

since the filing of this application.

267



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

R TA BARRETT

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR KAI SER

Q Ms. Barrett, are you famliar with the
application that we filed seeking to pool any unl eased

interest wwthin this unit, which was forned previously?

A Yes.

Q This is a horizontal well, correct?

A That’s correct.

Q Ckay. Does EQT own drilling rights in

the unit involved here?

A W do.

Q And, again, prior to the filing of the
application and after filing the application were efforts
made to contact each respondent and an attenpt nade to
work out a voluntary | ease agreenent wth each?

A Yes.

Q Now, after all of that, what percentage
I's under |lease to Equitable in the unit?

(Rita Barrett and Ji m Kai ser confer anong

t hensel ves.)

268



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

A 86. 46358635%

Q So, that represents just a small increase
In the percentage | eased since we filed the application?

A That’s correct.

Q Are all unleased parties set out at
revi sed Exhibit B-3?

A They are.

Q And so what percentage of the unit
remai ns unl eased?

A 13.53641365%

Q Ckay. Now, we did have sone unknowns and
unl ocateables in this unit, right?

A Yes, we do.

Q Ckay. |In your opinion, were reasonabl e
and diligent efforts nmade and sources checked to identify
and | ocate these unknown fol ks?

A Yes.

Q Ckay. Are you requesting the Board to

force pool all unleased interest listed at revised

Exhi bit B-3?

A Yes.

Q Again, are you famliar with the fair
mar ket value of drilling rights in the unit here and in
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t he surroundi ng area?
A | am
Q Coul d you advi se the Board as to what

t hose are?

A Yes. Twenty-five dollars per acre bonus,

five year termand one-eighth royalty.

Q In your opinion, do the ternms you just

testified to represent the fair market value and fair and

reasonabl e conpensation to be paid for drilling rights
Wthinthis unit?
A Yes.

JI M KAl SER: Mr. Chairman, again, we’d ask that

we be allowed to incorporate the statutory el ection
testinony taken previously in item 2856.

BUTCH LAMBERT: Accept ed.

Q Ms. Barrett, does the Board need to
establish an escrow account for this unit?

A Yes. For Tracts 1, 9, 10 and 11.

Q And who shoul d be naned operator under

any force pooling order?

A EQT Producti on Conpany.
Q The total proposed depth of this well?
A 9, 185 feet.
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Q
uni t?

A

Q

Esti mated reserves over the life of the

800 mllion cubic feet.

Has an AFE been revi ewed, signed and

submtted to the Board as Exhibit C?

A
Q

Yes.

I n your opinion, does it represent a

reasonabl e estimate of well costs?

A
Q

conpl eted wel |

A

conpl eted wel |

Q
conpl etion?

A
Q

It does.

Coul d you state the dry hole costs and
costs for this well?

Yes, dry hole costs are $520, 970 and
costs are $1, 069, 180.

Do these costs anticipate a multiple

Yes.

Does you AFE include a reasonabl e charge

for supervision?

A
Q

Yes.

I n your professional opinion, would the

granting of this application, be in the best interest of

conservati on,

the prevention of waste and protection of

correlative rights?
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A Yes.
JIM KAl SER Nothing further of this w tness at

this tinme, M. Chairnan.

BUTCH LAMBERT: Questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: | have just a question, M.

Barrett, on..on your unknowns. You have listed three
unknown children. You have themlisted that way. You
have unknown child, unknown child and unknown chil d.

RI TA BARRETT: Wat page of the exhibit are you

| ooki ng at there?

BUTCH LAMBERT: It’s on eighty-two of eighty-

nine. It’s on the revised...on your revised.

RI TA BARRETT: | see that. Apparently---.

BUTCH LAMBERT: | nean...| nean, we just know

there’s three children and we don’t know who they are.

JIM KAl SER Well, ny guess is we know who they

are, but we just don’t know where they. It’s unknown and
unl ocat eabl e.

RI TA BARRETT: Well, apparently, we’ve told that

there are three other children and we haven’t been able
to identify who they are or who they were. | nean, they

coul d be dead.
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BRUCE PRATHER Are these actually chil dren?

Could they be...they could be adults, couldn’t they?

MARY QUI LLEN: It’s a child of---.

RI TA BARRETT: Yes, they could be...they’re the

children of A. L. Jessee and Nannie H. Jessee. They’re
hei rs.

JI M KAI SER: Yeah, they’re heirs. They could

be. .. yeah.
RI TA BARRETT: And---.

JI M KAI SER: They’re probably not minors, if

that’s your question.
RI TA BARRETT: Right. Right.
BRUCE PRATHER: Yeah

Rl TA BARRETT: And more than likely we’ve talked

to some people in this heirship and they’ve said well,
you know, they know that Annie Beverly was a child. |
nmean, they known the nanes of sone of these children, but
they, well, they had three other kids and we can’t
remenber their nanes.

BUTCH LAMBERT: Ch, okay.

RI TA BARRETT: In these big heirships, you know,

you get that kind of thing. But we’re still trying...

we’re still trying to find them and identify them.

273



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

BUTCH LAMBERT: Well, their percentages is kind

of small anyway.

RI TA BARRETT: I'm sorry?

BUTCH LAMBERT: The percentage is kind of snall

anyway. Just...just a question.

RI TA BARRETT: Well, it was a big heirship.

BUTCH LAMBERT: Just a question on how cone we

say unknown child three times. So, anyway, that’s all I
have. Any other further questions fromthe Board?
(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JI M KAI SER: We’d ask that the application be

approved with the revised exhibits, M. Chairnan.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Motion to approve with the

revi sed additions---.

BILL HARRI S: Second.

MARY QUI LLEN: ----exhibits, excuse ne.

BILL HARRIS: Sorry, second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by
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sayi ng yes.

(Al menbers signify by saying yes, but Bruce
Pr at her.)

BUTCH LAVBERT: (pposed, no.

BRUCE PRATHER: Abst ai n.

BUTCH LAMBERT: One abstention, M. Prather.

Thank you, Mr. Kaiser. 1It’s approved. Calling docket
itemthirty-three, a petition from EQlI Producti on Conpany
for pooling of horizontal conventional gas unit VH
531527, docket nunber VGOB-10-1116-2861. All parties

Wi shing to testify, please cone forward.

JIM KAl SER. M. Chairman, again, Jim Kaiser and

Rita Barrett.
Rl TA BARRETT

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR, KAI SER

Q Ms. Barrett, are you famliar with the
application that we filed seeking to pool any unl eased
interest in this unit?

A | am

Q Is this, again, a horizontal unit?
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A It is.

Q Whi ch was previously established?

A Yes.

Q Does Equitable own drilling...does EQT
own drilling rights in the unit involved here?

A W do.

Q Prior to the filing of the application
were efforts nade to contact each of the respondents and
an attenpt nade to work out a voluntary | ease agreenent

W th each?
A Yes.
Q What percentages are under |ease to

Equitable in this unit?

A 98. 61%

Q And are all unleased parties set out in
Exhi bit B-3?

A They are.

Q So, 1.39% of the unit renains unl eased?

A That’s correct.

Q There’s no unknowns?

A That’s correct.

Q Okay. So, you’re requesting this Board
to force pool all unleased interest |listed at Exhibit
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A Yes.
Q Are you famliar wwth the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A | am

Q Coul d you advise the Board as to what
t hose are?

A Yes. Twenty-five dollars per acre for a
paid up five year termand a one-eighth royalty.

Q In your opinion, do the terns that you
just testified to represent the fair market value of and
the fair and reasonabl e conpensation to be paid for
drilling rights within this unit?

A Yes.

JI M KAl SER: Mr. Chairman, we’d again ask that

we be allowed to incorporate the statutory election
testinony first taken in item 2856.

BUTCH LAMBERT: Accept ed.

Q Here’s going to be one of my favorite
guestions. Does the Board need to establish an escrow
account for this unit?

A. No, they do not.
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Q And who shoul d be naned operator under

the force pooling order?

A EQT Producti on Conpany.

Q And what’s the total depth of this well?

A 8,901 feet.

Q The estimated reserves over the life of
the unit?

A 730 mllion cubic feet.

Q Has an AFE been revi ewed, signed and

submtted to the Board?

A Yes.

Q I n your opinion, does it represent a
reasonabl e estimate of well costs?

A Yes.

Q Coul d you state the dry hole costs and
conpleted well costs for this well?

A Sure. Dry hole costs are $482, 360 and
conpl eted well costs are $1, 160. .. $1, 163, 409.

Q Do these costs anticipate a multiple
conpl eti on?

A Yes.

Q Does your AFE include a reasonabl e charge

for supervision?
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A It does.

Q I n your professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste and protection of
correlative rights?

A Yes.

JIM KAl SER Nothing further of this w tness,

M. Chairman.
BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JI M KAI SER: We’d ask that the application be

approved as submtted, sir.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbotion to approve.
BILL HARRI S: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.
(AI'l nmenbers signify by saying yes, but Bruce
Pr at her.)
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BUTCH LAVBERT: Qpposed, no.

BRUCE PRATHER Abst ai n.

BUTCH LAMBERT: One abstention, M. Prather.
Thank you, Mr. Kaiser. 1It’s approved.

RI TA BARRETT: Thank you.

BUTCH LAMBERT: Cal ling docket item nunber
thirty-four, a petition from EQT Producti on Conpany for
pool i ng of horizontal convention gas unit VH 539976,
docket nunber VGOB-10-1116-2862. Al parties wishing to

testify, please cone forward.

JIMKA SER M. Chairman, JimKaiser and Rita

Barrett on behalf of EQT Production. W do have sone
revi sed exhibits. These exhibits wll reflect, |
bel i eve, sone additional |eases that were picked up and
an actual conveyance of property since this application
was filed. | guess in Decenber...sonetine in Decenber
fromone party to another.

RI TA BARRETT: That’s correct.

280



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

R TA BARRETT

havi ng been duly sworn, was exam ned and testified as

foll ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAI SER

Q

Ms. Barrett, are you famliar with the

application that we filed seeking to pool an unl eased

interest in this unit?

A

Q

> O > O

| am

And this is, again, a horizontal unit?
It is.

And the unit was previously established?
Yes.

And does Equitable own...EQIl own drilling

rights in the unit involved here?

A
Q

W do.

Prior to the filing of the application,

were efforts nade to contact each of the respondents and

an attenpt nade to work out an agreenent with each?

A
Q

Yes.

What percentage of the unit is under

| ease at this point?

A

93. 866- - -.
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Q Have you got a revised? That’s your old
per cent age.

A Hang on a second. I’'m sorry. 93.886%

Q kay. And are all unleased parties set

out at Revised Exhibit B-3?

A Yes.

Q So, what percentage of the unit renains
unl eased?

A 6.1140%

Q Now, does this unit contain some unknown

and unl ocat eabl es?

A Yes.

Q kay. Wuld it be your testinony that
all reasonable and diligent efforts were nade and sources
checked to try to identify and | ocate these unknowns?

A Yes.

Q Are you requesting the Board to force

pool all unleased interest listed at Revised Exhibit B-3?

A Yes.
Q Again, are you famliar with the fair
mar ket value of drilling rights in the unit here and in

t he surroundi ng area?

A Yes.
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Q Coul d you advi se the Board as to what
t hose are?

A Yes. Twenty-five dollars per acre bonus
for a five year termand a one-eighth royalty.

Q And in your opinion, do the terns that
you’ve just testified to represent the fair market wvalue
of and the fair and reasonabl e conpensation to be paid
for drilling rights within this unit?

A Yes.

JI M KAl SER: Again, Mr. Chairman, we’d ask to be

allowed to incorporate the statutory el ection testinony
taken first in item 2856.
BUTCH LAMVBERT: Accept ed.

Q Ms. Barrett, does the Board need to
establish an escrow account for this unit?

A Yes. Escrow Tract 6 and a portion of
Tract 8 due to unknowns and unl ocat eabl es.

Q kay. And who shoul d be naned oper at or

under any force pooling order?

A EQT Producti on Conpany.

Q The total depth of this proposed well?
A. 7,914 feet.

Q The estimated reserves of the unit?
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A 800 mllion cubic feet.

Q Has an AFE been revi ewed, signed and
submtted to the Board as Exhibit C?

A Yes.

Q In your opinion, does it represent a
reasonabl e estimate of well costs?

A It does.

Q Coul d you state the dry hole costs and
conpl eted well costs for this well?

A Yes. The dry hole costs are $490, 301.
The conpleted well costs are $1, 191, 967.

Q And do these costs anticipate a nultiple
conpl etion?

A They do.

Q Does your AFE include a reasonabl e charge
for supervision?

A It does.

Q I n your professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection
of correlative rights?

A Yes.

JIM KAl SER Nothing further of this wi tness at
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this tinme, M. Chairnan.

BUTCH LAMBERT: Any questions fromthe Board?

(No audi bl e response.)

BUTCH LAMBERT: Anything further, M. Kaiser?

JI M KAI SER: We’d ask that the application be

approved as submtted with the revised exhibits.

BUTCH LAMBERT: Do | have a notion?

MARY QUI LLEN: Mbtion to approve.
BILL HARRI S: Second.

BUTCH LAMBERT: | have a notion and a second.

Any further discussion?
(No audi bl e response.)

BUTCH LAMBERT: All those in favor, signify by

sayi ng yes.

(Al nmenbers signify by saying yes, but Bruce
Pr at her.)

BUTCH LAMBERT: Qpposed, no.

BRUCE PRATHER: Abst ai n.

BUTCH LAMBERT: One abstention, M. Prather.

Thank you, Mr. Kaiser. 1It’s approved. Calling docket
itemthirty-five, a petition fromEQT Producti on Conpany
for pooling of horizontal conventional gas unit

VH 531555, docket nunber VGOB-10-1116-2863. Al parties
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Wi shing to testify, please cone forward.

JIMKA SER M. Chairman, JimKaiser and Rita

Barrett for EQT. We do have a revised exhibit that we’re

passi ng out, which reflects an address change.

R TA BARRETT

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON
QUESTI ONS BY MR KAI SER

Q Ms. Barrett, are you famliar with the
application that we filed here seeking to pool any

unl eased i nterest?

A | am

Q Is this a horizontal unit?

A Yes.

Q And it was previously established by the
Boar d?

A Yes.

Q Does EQI own drilling rights in the unit
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her e?

A
Q

W do.

Prior to the filing of the application,

were efforts nade to contact each respondent and an

attenpt nmade to work out a voluntary | ease agreenent with

each?

A Yes.

Q What percentage of the unit is under
| ease to EQT?

A 90. 32%

Q And are all unleased parties set out in
B- 3?

A Yes.

Q So, 9.68%of the unit renmai ns unl eased?

A That